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A Banker’s Diary 


AN important further step in the mobilization of our 
foreign exchange resources has been taken this month 
with the vesting in the Treasury of sixty 
Dollar dollar securities. The Treasury’s object 1s 
Securities to exercise a closer control over the pace 
“Called Up” and timing of realizations, to ensure orderly 
marketing at about the same rate as in 
recent months. This, incidentally, has been very much 
less than in the opening weeks of the war when realiza- 
tions, according to the Federal Reserve bulletin, 
amounted to $73 million. At that time, however, 
holders had a strong incentive to sell in order to 
secure the generous exchange profit afforded by the 
adjustment of sterling from $4-68 to $4-04 and for the 
purpose of switching and to take advantage of the low 
prices then ruling for domestic industrials. The restric- 
tion of the rate of realization to the much lower levels of 
recent weeks should be of definite benefit to the American 
markets, which may have been depressed less by actual 
selling on British account than by fears of sudden 


selling pressures. The operation has also an internal 
aspect. Holders are being offered not compulsory 


exchange into a Government stock, but repayment in 
cash. The reinvestment of this cash should provide a 
definite stimulus to gilt-edged, even if in the first instance 
the buying is directed upon investments other than 
Government securities (as may well be the case, since the 
stocks taken over are almost exclusively equities). From 
this point of view the operation represents an excellent 
follow-up to the conversion erage os earlier in the 
month. On the other hand, it is difficult to ascertain 
any rational principle in the el of the securities 
taken over, which seem to have been chosen almost at 
random. The result is to cause definite injustice as 
between individual investors. If copper shares boom, 
for example, the former holder of Kennecott will have 
to watch the Treasury reaping profits which the holder 
of Anaconda will be allowed to keep for himself. It 
may be answered that similar inequities arise as between 
age-groups Which have been called up and those which 
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have not; but in principle there is everything to be 
said for applying compulsion logically and not arbitrarily. 


THE January trade returns show a sudden jump in 
imports to £104,961,000, an increase of £29,389,000 on 
; the year and the first time for more than 
Alarming a decade that the {100,000,000 mark has 
— been exceeded. In itself this movement 
igures. Rogr eat 
is entirely welcome, since it indicates that 
we are securing plentiful supplies of needed materials. 
Unfortunately, exports at {44,731,000 are higher by 
only £655,000, so that the expansion in imports involves 
an increase of no less than {28,734,000 to {60,229,000 
in the import surplus for the month. For the first five 
months of war imports showed an increase of {6°3 
million and exports a decline of {48-7 million. So 
that the adverse balance for the period shows an increase 
of £54-0 million. Leaving out of account the first two 
months of hostilities, in which trade was severely dis- 
located, the adverse balance for the three months 
November to January averaged about {50 million 
per month, as compared with an average of about 
£32 million in the first eight months of 1939. 

Clearly, a deterioration of the order of £216 million a 
year represents a heavy strain on our exchange resources— 
(on last month’s figures the deterioration would be 
£336 million)—particularly as there can have been no 
compensating increase in our invisible exports. To some 
extent, to be sure, the trade figures overstate the decline, 
since our imports are now carried almost exclusively in 
British bottoms and the totals thus include a larger sum 
due to our own shipowners. But in view of the 15 per 
cent. depreciation of sterling, the failure even of the 
sterling value of exports to show any appreciable increase 
over pre-war levels is, frankly, appalling. Nothing could 
emphasize more clearly than these figures the absolutely 
vital need to stimulate exports by every conceivable 
method. This means, among other things, that the 
Government must finally rid themselves of a lazssez-faire 
attitude to foreign trade and adopt a thorough-going 
system of subsidies where they are needed. While the 
Export Council’s new drive is welcome, and may indeed 
accomplish a great deal, it may be doubted whether any 

R 
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plan based purely upon private enterprise offers any real 
solution. 


Sir JouHN Simon has announced that holders of {99 
millions of the maturing 4} per cent. Conversion Loan 
elected for repayment in cash. This wiil be 
The effected on June 30 and should also help 
Conversion to stimulate gilt-edged values, unless by 
Result that time the Treasury has announced a 
Defence Loan which would immediately 
reabsorb the cash so created. Applications for the new 
2 per cent. stock totalled £236 millions at the time of the 
Chancellor’s announcement, when {15 millions of stock 
remained to be dealt with. While this result is satis- 
factory enough, the market generally had expected a 
conversions total more nearly approaching the {£300 
millions mark, since public departments were popularly 
thought to hold something like one-half of the outstanding 
issue and considerable pressure was brought to bear to 
ensure conversion by certain types of institutional 
holders. For the discount market, in particular, there 
can be no doubt that the methods employed involve a 
certain hardship. The discount houses, which took up 
large amounts of maturing stock as a bill, would in 
any case have been reluctant to convert their entire 
holdings into a five-year stock, with consequent loss of 
liquidity. 3ut in addition the return on the new stock 
is scarcely high enough to afford any adequate com- 
pensation for the risks incurred, so long as the clearing 
bank charge for call money remains at its present 
level of 1} per cent. For this reason it was widely 
believed that, unless the clearing banks themselves took 
the initiative, money rates generally would be brought 
down by means of a reduction in Bank Rate. Once again, 
however, these expectations have been completely dis- 
appointed. 


THE month has seen a collapse in bill rates to levels 
which show only the most negligible running margin 
above the bill money rate of I per cent. 

Money and [his situation came about in the first 
Bill Rates instance as a result of the widespread 
at par expectations of a fall in Bank Rate. These 
were obviously shared by the clearing 

banks themselves, who quite early in the month reduced 
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their buying rate to 1 per cent. Even when it became 
clear that no immediate reduction in Bank Rate was 
to be expected, however, discount rates remained at 
depressed levels owing to the relative shortage of bills. 
It will be recalled that in order to ease credit over the 
turn of the year the authorities carried out extensive 
purchases of January and early February maturities. 
To prevent an undesirable stringency of credit through 
the immobilization of large funds on public deposits, 
the authorities adopted the practice of taking up a large 
proportion of the ‘bills offered at the weekly tender in 
replacement of the maturing bills in their hands. Another 
factor operating to restrict the amount of bills available 
to the market was the very favourable position of the 
Exchequer resulting from a succession of revenue sur- 
pluses and the continuance at a satisfactory level of 
subscriptions to the new Savings Certificates and Defence 
Bonds. Thus the outstanding tender issue reached a 
peak of £811 million early in February but has now 
fallen back again below {800 million, the weekly offer 
(which for many weeks past had been running at {65 
million) being reduced in the first two weeks of 
February to £55 million. At the tender of February 2 
the market syndicate, having received very small allot- 
ments in the two preceding weeks, raised its tender price 
sharply, with the result that the average rate of allotment 
broke from about I,%; per cent. to only slightly above 
Ij; per cent. With an adequate supply of credit and an 
active clearing bank demand for bills at 1 per cent., the 
effective working rate in the market shortly declined also 
to I,4; per cent. For the greater part of the month, 
therefore, the discount market has been working at 
rates which afford little profit either on running bills or 
turning them over to the banks. 


THOUGH public deposits, as will be seen from the following 
table, have been running at a high level, they have been 
prevented from reaching anything like the 

Comfortable fantastic level of £56-7 million, which on 
be 2 January 24 drove down bankers’ deposits 
to the wholly inadequate level of 

{80-1 million and caused an acute stringency of credit. 
It will be seen that the small increase in the note circula- 
tion in the fortnight to February 14 was more than 

R2 
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offset by an increase in Government securities, so that 
bankers’ deposits were enabled to recover once again 
above the {100 million mark. Notwithstanding the fresh 
decline in the following week the credit position remained 
comfortable. 


ANALYSIS OF BANK RETURNS. 


Notes in Government Public Bankers’ 

Circulation Securities Deposits Deposits 
fmill. £ mill. £ mill. £ mill. 
January 31 ed 527°7 I19°4 39°7 98-1 
February 7 oa 531°1 121°8 28-6 108-6 
14 fe 531°6 126-1 39°2 105°5 
a 2 5a 530°0 122°8 48-6 97°2 


In considering the clearing bank returns for January 
it has to be remembered that the figures for the pre- 
ceding month were drawn up on the last 
day of the year. For the most part the 
sharp jump of £53-°9 million in discounts 
and the fall of £32-7 million in cash are 
clearly a reversal of the displacements in credit which 
invariably take place over the turn of the year. 


Decline in 
Bank 
Deposits 


CLEARING BANK RETURNS 


January, Change on Change on 
1940 Month Year 
£ mill. £ mill. £ mill. 
Deposits sm i o. 2400°5 — 31°4 +179°5 
Advances .. ive ~ 997°2 — 4:8 + 29°6 
Investments ~ - 610°3 + 1:0 — 14°6 
Bills .. ac - os 387°8 + 33°9 +132:+2 
Call Money .. - wa 154°0 - 20°4 + IIo 
Cash .. ia wi a 241°5 32°7 — 6:8 
Cash to deposits .. - 10-02 I-22 — I-12 


It will be seen that the three liquid assets taken together 
show little change on the month. This is true also of 
the two main earning assets, though the decline in 
advances would have been larger but for the inclusion 
for the first time of the Union Bank of Manchester’s 
figures in those of the parent institution, Barclays Bank, 
which shows an exceptional rise of £5°8 million in 
advances. Since the main categories of earning assets 
taken together show comparatively little change, the 
sharp decline of £31-4 million in deposits may be con- 
sidered somewhat surprising. This fall was largely of a 


Vee ca 





~~ 





A BANKER’S DIARY 177 
fictitious character, being due almost entirely to a drop 
from {105-5 million to {78-5 million in the item 
“balances with and cheques in course of collection.” 
A true comparison of changes on the year is precluded 
by the change in the basis of the figures and by the 
inclusion of the Union Bank of Manchester, though this 
probably makes little difference to the general picture. 
It will be seen that of the apparent increase of 
£179°5 million in deposits, money market assets account 
for no less than £143-2 million, which strikingly illus- 
trates the primary importance of chanyes in the Treasury 
bill issue as a determinant of the banking position. 


THE month has seen a continuance of the decline in 
silver which set in immediately the wave of bull specula- 
tion in Bombay had spent itself. From 

Depression 234d., the level at which the Indian Govern- 
in Silver ment was forced to intervene as a seller 
to prevent a further rise, the price had 

already declined to 22d. by the third week in January. 
On balance, February has brought a further decline to 
20}d. For the most part this movement has been 
sympathetic with the weakness in Bombay. As a result 
of the effective steps taken by the Indian Government 
to curb speculation, some decline was inevitable, for the 
buying movement had built up a bull position sufficient 
to satisfy the up-country demand for at least a year. 
The downward movement has been accentuated by the 
introduction of a Bill to reduce the silver content of the 
4-anna piece and by difficulties on the Bombay stock 
exchange. A further depressing influence, and perhaps 
the more important one in the long run, has been the 
renewed fears, aroused by the revival of the Townsend 
Bill, of a suspension of U.S. purchases of foreign metal. 
There is no doubt that the abandonment of the 
American silver programme would mean a sharp collapse 
in prices for the metal throughout the world, for it 
would be very difficult for current demand outside 
America to absorb the current production of the metal. 
The overwhelming importance of the American demand 
may be seen from the fact that in 1939 the U.S. Treasury 
purchased a further 341 million ounces (of which only 
60 million ounces represented domestic production), 
raising total American holdings from 2,589 million ounces 
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to very close on 3,000 million ounces. Owing to the 
continued influx of gold, even this heavy buying left 
the Treasury 1,425 million ounces short of the quantity 
required to achieve the notorious 3 to I ratio which was 
the professed objective of the 1934 Act. 


War Finance in the Empire 


1. The Dominions 


By Donald Cowie 


T has been computed that the First German War 
I cost the four British Dominions approximately 
£1,000,000,000. If anyone is inclined to regard the 
participation of these young, debt-burdened countries 
in the Second German War as a small thing, they should 
reflect upon what that figure means. Two such wars in 
a generation might be thought calculated to impose an 
intolerable burden on young, agricultural countries like 
the Dominions. The fact that the Dominions have 
all entered this second conflict willingly, and with an 
almost prodigal display of great resources, is an earnest 
of their remarkable economic progress since 1918. So 
far from being too poor to fight again, they more than 
double the economic contribution offered on the previous 
occasion. This is a very heartening proof of the continued 
vitality of the British Empire. But how, exactly, will the 
Dominions do it, and what will be the ultimate effect 
upon the economic structure of the Empire as a whole ? 
Mr. Mackenzie King, the Canadian Prime Minister, 
pointed out when the war began that Canada’s “‘ whole 
war effort, both military and economic, at home as well as 
overseas, depends upon finance.’’ His War Budget, 
introduced within a fortnight of the outbreak, provided 
for a total expenditure of approximately $520,000,000, of 
which about $376,000,000 was to be met from revenue. 
Income-tax was increased by a 20 per cent. surtax, a 
corporation tax of from 15 to 20 per cent. was imposed, 
and an excess profits tax of from 10 to 60 per cent. 
levied on all businesses, based on the capital employed. 
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Excise duties were increased. It is already predicted, 
however, that Canadian war expenditure for the current 
year, not including the above sum, will exceed 
$480,000,000. The Empire Air Training Scheme alone 
will cost this Dominion about $280,000,000 over 34 years. 
The Canadian War Supply Board, in January, had 
already placed orders for war material amounting to some 
$58,000,000. 

Canada’s first war loan approximately $200,000,000 
at par, bearing interest at 34 per cent. to be redeemed by 5 
annual drawings—was over-subscribed by more than 
$40,000,000 in two days, and as a result of this fine 
response it has been predicted that the Government may 
increase the issue by a further $80,000,000. The final 
over-subscription, when all applications had been counted, 
was nearly $200,000,000. The financial strength and the 
will to victory of modern Canadaare certainly underlined by 
these remarkable figures, as by the overwhelming response 
to the Canadian Red Cross appeal, which reached the 
£1,000,000 total before that of the United Kingdom, 
even though Canada has a population of only 11,000,000. 
In view of the overwhelming response to these appeals 
the Canadian Government has recently decided to launch 
a war-saving certificate scheme similar to that of the 
United Kingdom. Among other wartime financial 
measures is a complete system of exchange control, 
Mr. Mackenzie King’s words “ the best and fairest way 
of preventing the dissipation of our capital into specula- 
tive or other unessential uses abroad.” 

For the sake of balance, however, the views recently 
expresse d by Mr. Huntly R. Drummond, President 
of the Bank of Montreal, may be noted. He stated that 
Canada would be wise to follow the example of Great 
Britain, and not rely over-much on borrowing: “ True, 
we have added a surtax and 20 per cent. to our income- 
tax, but the vast bulk of the income of Canadians is only 
lightly taxed. An extension of the income-tax even at a 
much lower rate than that in Great Britain would 
produce many millions in Canada, and be a _ barrier 
against the inflation inherent in a policy of borrowing.” 

The Australian Budget for 1939-40 was framed before 
the war, although presented afterwards. To meet a 
record expenditure of £101,940,000, additional taxation 
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of nearly £6,000,000 was imposed, including Io per cent. 
income tax increase, and higher duties. Defence was 
estimated at £33,137,000, an increase of {19,300,000 on 
the previous year. But a further {62,000,000 was 
required for defence by December, and budgetary 
revisions were necessary. It was proposed to raise 
£46,000,000 by borrowing. The Government stated it 
was planning for a three years war, and a comprehensive 
plan of war taxation would be drawn up in 1940. Total 
Australian expenditure on war purposes during the 
financial year ending June, 1940, will be about {60,000,000 ; 
the corresponding expenditure in the first year of the 
last war was only £18,000,000. Australia’s share of the 
Empire Air Training Scheme will cost a further £50,000,000 
approximately. An indication of this Dominion’s com- 
fortable position is given by the pay of the second A.I.F. 
Privates receive 5s. a day, married men 8s., with an 
additional 1s. for each child. All men receive an extra 
Is. a day on embarking for overseas duty. 

The Australian Government’s general financial policy 
was indicated by the Prime Minister, Mr. R. G. Menzies, 
when he laid before the Australian Loan Council two 
aims: “ one was to maintain the national income and to 
avoid waste of our real resources; the other was to 
pursue a liberal financial policy while avoiding the evil 
effects of inflation.’”’” And indeed, though Australia has 
made a remarkable recovery in recent years under the 
careful direction of her United Government, her fortunes 
are still governed very strictly by the state of London 
funds. As Mr. R. W. Gillespie, of the Bank of New South 
Wales, observed at the last annual meeting: “ The 
danger of too great a drain on London funds, through 
increased imports, and of a further divergence of local and 
oversea prices, sets the limit on expansion of credit at an 
unaltered rate of exchange.’ In the meantime, however, 
the policy of the Australian Government in planning 
a comprehensive scheme of war taxation and in confining 
borrowing activities, for the moment, to a short-term 
loan, will be generally commended. 

It will be recalled that just before the war, New 
Zealand’s Labour Government under Mr. M. J. Savage, 
having drawn heavily on bank funds to finance its social 
experiments, had finally been forced to seek accommoda- 
tion in London and to adopt the drastic expedient of 
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restricting imports into New Zealand by means of a 
licensing arrangement. On the outbreak of war, Mr. 
Walter Nash, the Finance Minister, announced new 
financial measures. He estimated expenditure within 
the Dominion for the rest of the fiscal year at £9,750,000, 
of which an unexpended balance of defence votes would 
provide £3,200,000, and new taxes £2,408,000, leaving 
£4,142,000 to be raised from loans or use of Reserve Bank 
credit. ‘“‘ The Government would see what could be 
borrowed, but where necessary it would obtain funds 
from the Reserve Bank,” Mr. Nash stated. (It may be 
noted that an early war act of the Government was to 
remove the final legal check on its control of the Reserve 
Bank). Authority would be sought to borrow from the 
British Government any sums required for the payment 
of men or equipment of New Zealand forces which 
might be sent overseas. Income tax was increased 
15 per cent., death duties 334 per cent., and levies were 
increased on the Post Office, gold, liquor and tobacco. 

It was estimated that war expenditure would probably 


rise to £30,000,000 in the coming year. “ It is impossible 
to estimate the cost,” said Mr. Nash, ‘“‘ but whatever it 
be we will go right on to the end.’ New Zealand’s 


finances should soon benefit from improved export 
results, but in the meantime the Government has thought 
it advisable to impose further import restrictions, and to 
apply to the British Government for a further measure 
of assistance from the Export Credits Guarantee Depart- 
ment. The Government aims to conserve about 
£5,000,000 of sterling funds by the new restrictions, 
which apply to practically every class of import from the 
United Kingdom. 

“Thanks mainly to unprecedented mining returns 
and the appropriation by the Government of all profits 
on gold above 150s. per fine ounce, South Africa has 
every prospect of launching its first War Budget without 
increasing the burden on the ordinary taxpayer, though 
some of the rebates and concessions granted in the past 
may be withdrawn,’ it is stated in the South African 
Government Bulletin of Information for January 24, last. 
Certainly, the Union’s budgetary outlook is a happy one. 
The extraordinary defence preparations of the past 
four months have meant a heavy increase in expenditure, 
but the financial position of the country is so strong that 
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this can largely be met out of revenue. Every Union 
Finance Minister has a rich uncle in the Witwatersrand, 
and this year the gold premium is helping Mr. J. H. 
Hofmeyr, the new keeper of the Union’s purse strings, 

to solve many problems that would otherwise present 
great difficulty for a small country. 

The defence estimates approved last year provided 
for a normal expenditure from revenue of some {£2,500,000, 
while more than {3,000,000 was made available for 
capital expenditure on defence during the year. One of 
Mr. Hofmeyr’s first tasks this Session will be to ask 
Parliament for a large additional defence appropriation 
for the current year. The successful outcome of the 
Union’s recently announced new conversion loan has 
meanwhile been accepted as an indication of public 
confidence in the ability of the Treasury to maintain 
cheap money for the duration of the war. When the time 
limit for applying for conversions expired, it was found 
that the balance outstanding was more than covered by 
the cash applications already received, and the lists were 
closed three months before the latest date as originally 
fixed. 

Industrially and commercially South Africa finds 
herself in a strong position. Johannesburg industrialists 
anticipate that 1940 should prove one of the most 
prosperous years in the history of the country. New 
industries are being rapidly developed, and close co-opera- 
tion is being established between various Government 
departments and industry with a view to meeting all 
war needs that may arise with minimum dislocation to 
national service and requirements. Cape Town has 
started 1940 with a property valuation of £82,000,000, 
and with every prospect of the year’s building programme 
setting a new record. 

This brief survey will have given some idea of the 
monetary contribution which the war is demanding of 
the Dominions. What of its ultimate economic effects ? 
Some sacrifices will be readily apparent : the jeopardisa- 
tion of man-power, uneconomic expenditure on war 
purposes, dislocation of industries, increases in national 
debts, cessation of trade with Germany, new competition 
of Germany’s neutral neighbours, from whom Britain 
is making strategic purchases of produce formerly bought 
in the Empire. But the Dominions will not go without 
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some compensation in the form of assured markets for 
their stable products at satisfactory prices. Purchases 
of Empire products already announced by the British 
Government as enumerated in the Bulletin of the Royal 
Institute of International Affairs, include the ‘‘ whole 
Australian and New Zealand wool clips for the duration 
of the war and a year afterwards, the whole West African 
and part of the West Indian and Cingalese cocoa crops, 
the whole Empire sugar surplus till August 1940, high 
proportions of Rhodesian and Canadian copper output 
for this year, the' whole Australian and Burmese surpluses 
of zinc and lead, the Australian, New Zealand and South 
African dairy produce surpluses, the Australian, New 
Zealand and Rhodesian meat surpluses and the South 
African maize surplus, as well as large quantities of 
South African wool (to be bought in the open market), of 
Irish and Canadian bacon, and of Australian wheat and 
barley.”’ Hence it is no exaggeration to say that “ pur- 
chases already made relieve many Empire countries of all 
anxiety with respect to their chief exportable commodities 
for this year or for the duration of the war.’’ When 
it is considered that the bugbear of all Empire countries 
has_ hitherto been export price fluctuation, the great 
advantage of such assured markets is apparent. In 
addition, the prices fixed in many cases actually involve 
a wartime premium. The Australian Minister of Com- 
merce has stated that the sales of produce to the British 
Government for the coming year already amount to over 
£{101,000,000 (Australian), which was some 72 per cent. of 
ali Australian exports in 1937-38, or 130 per cent. of her 
exports to the United Kingdom in that year. It is clear 
that the Dominions should have little difficulty in accumu- 
lating sterling balances under such conditions and Mr. 
Keynes, for example, has estimated that short-term 
loans to the United Kingdom in this form will aggregate 
some {100,000,000 in the first year. 

The problem of the use of the industrial resources 
of the Empire is twofold: (1) the mobilisation of the 
individual Dominions’ resources and the switching over 
of the economy of each Dominion to meet war needs; 
(2) the purchase by Great Britain or even by another 
Dominion of the supplies produced by that Dominion. 
Save for the raising and supply of Dominions military 
contingents—and it has already been noted that New 
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Zealand has planned to obtain accommodation from the 
British Government for this purpose—both processes are 
set in motion, and paid for, by the Allies. In a sense the 
Dominions are in the fortunate position of the armaments 
manufacturer at the outbreak of war. Admittedly they 
will afterwards have to face the armament manufacturer’s 
problems of suddenly restricted markets and over- 
capitalisation. But they do not make guns alone. They 
are being encouraged to develop manufacturing of all 
kinds alongside with the former primary production, 
and in many cases will have great new industries with 
which to compete effectively in the world’s markets. 
Add to this that they should emerge from the war with a 
considerably reduced burden of external debt and it is 
clear that from the economic point of view, at any rate, the 
war is not an unrelieved disaster for the Dominions. 


War Finance in the Empire 
2. The Colonial Empire 
By Donald Cowie 


T is easier to take a comprehensive view of the 
I Colonial Empire’s economic and financial part in this 
war than that of the Dominions, for the reason that, 
whereas each Dominion controls its own policy, the 
Colonies have to conform largely to central direction. In 
some cases the Colony is looked after entirely by White- 
hall, and the records of its recent financial measures 
are not published save at intervals ; in other cases the 
Colony’s affairs are publicised locally, but the details 
do not reach England for many months. While the 
Colonial Office has always exercised varying degrees of 
control over the trade, finance, currency and fiscal affairs 
of the British Self-Governing Colonies, Crown Colonies, 
Protectorates and Mandated Territories, on the outbreak 
of war this control was immediately made “‘ rather more 
direct,’ to quote the Colonial Officeitself. The objectswere 
twofold : to mobilize the greatest possible proportion of the 
Colonies’ resources behind the central war effort, and to 
assist Colonial trades that had been dislocated by the war. 
To attain the first object, two courses of action were 
followed. The first, a mainly negative course, consisted 
of action to embarrass the enemy. Similar legislation 
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to that passed in the United Kingdom on “ Trading with 
the Enemy,’ was enacted throughout the Colonial 
Empire. German property was confiscated, enemy 
vessels and cargoes placed in the Prize Court. Export 
controls in the form of licences were utilised at once 
to prevent trading with the enemy through neutral 
countries, all applications being subject to the approval 
of the Secretary of State. The second, positive, course 
of action embraced the wholesale purchase by the British 
Government of primary raw materials. The Colonial 
Empire is particularly rich in certain war essentials 
such as rubber, tin, vegetable oils and oil-seeds, while it 
produces a considerable proportion of United Kingdom 
requirements of such products as sugar, tea, copper. 
On the outbreak of war the whole Colonial sugar crop 
up to August 31, 1940, apart from supplies required for 
domestic consumption, was sold to the United Kingdom 
Government at ‘‘ a very moderate ”’ agreed price, again 
to quote a Colonial Office statement. Arrangements 
were also made to ensure that the United Kingdom and 
France would receive as much as they required of 
vegetable oils and oil-seeds from West Africa, and for 
the same products from Ceylon and Malaya, as well as 
tin from Malaya and copper from Northern Rhodesia. 
It would be wearisome and not very illuminating to 
detail all the other products for which arrangements of 
this kind were made in the first months of war. It 
must be added, however, that in most cases contracts 
involved purchase of entire crops at fixed prices. The 
method adopted for tea from Ceylon and East Africa 
is characteristic. The prices arranged were based upon 
the average prices for the three years before the war, 
with the addition of an agreed figure to cover increased 
costs of production. 

At the same time, it was necessary for the United 
Kingdom Government to assist Colonies in the disposal 
of certain commodities whose markets had been upset 
by the outbreak of war. For instance, about 20 per 
cent. of the British West African cocoa crop went to 
Germany before the war; in another case, Gambian 
ground nuts—constituting 98 per cent. of the total 
exports of this colony—had formerly been shipped 
almost exclusively in neutral bottoms, no longer available. 
To meet these difficulties the United Kingdom Govern- 
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ment undertook to purchase the entire cocoa crop at a 
fair, fixed price, and guaranteed the Gambian growers 
a fixed price for their crop pending the provision of the 
necessary Allied tonnage to lift it. The wider reper- 
cussions of such arrangements as these will be discussed 
later. Mention has been made of action taken in the 
financial sphere with regard to export control. Actually 
the financial regulations made in the Colonial Empire as 
a whole have conformed closely to those instituted in the 
United Kingdom. They cover exchange control, control 
of dealing in certain foreign securities, and import control 
for the purpose of conserving certain foreign exchanges. 

As for public finance, the chief lines of wartime 
developments in the Colonial Empire may be gathered 
from the following instances. In October, 1939, the 
Government of Jamaica produced proposals for raising 
an additional £500,000 annually by taxation (the previous 
average annual expenditure was about {2,800,000). 
The greater part of the increase was to be covered by 
higher excise and import duties. These proposals had a 
very good reception in the Press; it was agreed that the 
burden would fall mainly on those most able to bear it; 
and the Government was praised for its decision not to 
cut essential services. On the other hand, the projected 
increase or introduction of an income tax in various 
Colonies has met with a less favourable reception. In 
Kenya a surcharge of 40 per cent. was placed on the 
income tax, a surcharge of 50 per cent. on the company 
tax, and there were increases in duties, in the non- 
native poll tax, and restoration of a 5 per cent. gold 
royalty, all calculated to produce about {200,000 a 
year. Tanganyika introduced income tax for the first 
time, as well as increased duties and non-native poll- 
tax. Uganda, in December, 1939, brought down addi- 
tional customs, income and cotton export taxation, but 
budgeted for increased expenditure on public works, 
the Governor stating that the chief problem was “ not 
an urgent need to spend less but the great difficulty of 
spending more in productive ways, on the creation of 
permanent assets, both human and material.”’ Zanzibar 
also adopted an income tax for the first time, and the 
Tanganyika Standard commented as follows (January 5, 
1940) 

‘“‘ With the knowledge that the establishment of income 
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tax is favoured by the Colonial Office, and that income 
tax is in fact being established throughout the East 
African territories whether or not the danger of deficit 
as the sole alternative can seriously be suggested, it is 
impossible to avoid the impression that it will not be as 
easy to get rid of the tax at the end of the war as it has 
been to impose it at the beginning. That is the danger 
which is uppermost in many minds—that an emergency 
measure accepted on patriotic grounds as a wartime 
sacrifice may remain after the war as a permanent handi- 
cap on the efforts that these territories will have to 
make to overcome post-war difficulties.” 

In October last there was a great furore in Hong Kong 
at the proposal that income tax should be introduced 
there, and legislation was expected to be introduced 
last month. The colony already makes an annual 
contribution of $3,000,000 to the Imperial Government, 
in addition to an ordinary military contribution and 
defence expenditure of $6,000,000 a year. Similar 
controversy about new direct taxation proposals has 
raged in Bermuda and St. Vincent and in West African 
colonies, notably Gambia. In his Address to the Council 
of the Gold Coast, December, 1939, the Governor referred 
to the fact that the people “‘ resented the payment of 
income tax,” and therefore, “‘ he and his advisers had to 
devise some means of raising the necessary revenue to 
prosecute the war.’’ The increased expenditure was 
£150,000, and all duties were increased. In this colony, 
as in several others, postage rates were advanced. Sierra 
Leone budgeted for a deficit of £70,464, but did not 
introduce any outstanding taxation increases and reported 
its financial position as sound. Trinidad doubled the 
income tax and increased others, to bring in {270,000 
more. The Government stated that the new imposts 
would be removed at the termination of hostilities. 
Income tax has been discussed for Malaya, but it is 
not considered practicable. ‘“‘ Last year Malaya set an 
example to the Colonial Empire in its contributions to 
Imperial defence,’’ stated the Governor in October, 1939. 
“The Colony of the Straits Settlements alone made a 
freewill offering of {£1,000,000, and decided also to 
increase its annual contribution to $2,000,000 for a 
period of five years. Most of the Malay States gave 
according to their means.” It was further revealed that 
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the financial sation of the Malayan colonies was strong, 
and substantial taxation increases would not be required. 

As to the broader economic effects of war on the 
Colonies it is clear that, whereas the Colonial Empire 
must benefit from an increased demand at good prices 
for certain of its products, it also suffers from demands 
of another character, for contributions to the Imperial 
war chest, both in the form of cash and increased local 
defence provisions. The last-named proceeds from the 
new Imperial defence policy of requiring colonies to 
take a greater part in their own protection, a process 
foreshadowed by the Secretary of State for War in his 
Estimates speeches of 1938 and 1939, and immensely 
accelerated by the outbreak of waritself. Further analysis 
reveals that those colonies most hard-hit by the war- 
time demands are essentially those whose economies do 
not respond rapidly to changed conditions. The excite- 
ment over income tax is not always traceable to this cause, 
but mainly to the very natural disposition of colonists to 
resist a form of taxation that it had hitherto been one of 
their proudest boasts to avoid. In the same way that the 
first German War acted as an economic and financial forc- 
ing-house for the British Dominions, leaving them with 
all the weary insignia of political maturity, such as a 
complete fiscal system and a national debt, so the second 
already begins to rob the little colonies of their youth. 

This aspect, however, must not be _ overstressed. 
It will have been observed that in some cases colonies 
have not been deterred by extraordinary war expenditure 
from maintaining their public works and social services. 
The Straits Settlements, for example, are still able to 
carry out ‘‘a reasonable programme of progress and 
development,” and the Financial Secretary of this colony 
has expressly stated that “it is not proposed to take 
any action or effect any economies which will tend to 
retard the normal progress and development of social 
services.” Similarly in Uganda it has been stated 
that :- 

“The Uganda non-native tax-payer may philo- 
sophically argue that though, like other parts of the 
Empire, he is being saddled with the new taxation, at 
least part of the reason is because the Government intends 
as far as possible to ignore the war and its possible effects 
on trade and production altogether and proposes to 
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carry out large-scale planned peace time development pro- 
jects, such as roads, water-boring, a medical school, etc.’’* 

Finally, there has been the decision of the British 
Government to make available {5,000,000 for ten years 
to assist Colonial development generally. The money 
may be used, not only for capital development as in the 
past, but also for maintenance and running-costs, hitherto 
the onus of the Colonies alone. What this amounts to is 
that, after five months of the most expensive war in its 
history, Great Britain has rescinded the time-honoured 
principle that the Colonial Empire must pay for its-own 
reforms. An additional grant of {1,000,000 to the West 
Indies for twenty years will be used mainly for social 
welfare. 

Hence, after largely discounting the political factor 
in these revelations it cannot be altogether maintained 
that the Colonial Empire is unbearably hard hit in all 
its part by war demands. In addition, the counterpart 
of such sacrifices as are required is a tale of increasing 
productivity to meet Allied needs for good, hard cash. 
For a period, at least, great numbers of producers will 
be assured of fair returns and no surpluses. A typical 
example is the West African cocoa transaction already 
mentioned. The purchase of the entire crop more than 
satisfies the British demand for cocoa—the crop is four 
times our annual consumption—and the surplus will be 
sold by the United Kingdom Government to the United 
States, Holland, Switzerland and other neutra! countries 
who formerly bought from West Africa direct. Thus the 
United Kingdom Government obtains further large 
supplies of foreign exchange. There is another instance 
in rubber, of which the British Empire produces more than 
half the world’s supply, and the United States has to 
import all her supply. Control by the British and 
French Empires affords them an excellent opportunity to 
obtain dollar exchange. Finally, it is worth remembering 
that the Colonial Empire, however rapidly it may be 
advancing towards maturity, is still the responsibility, 
and in many instances, the charge of the United Kingdom. 
Therefore, the money spent in the Colonial Empire does 
not “leave’’ the country in the same way as money 
spent in the Dominions. The strengthening of the colonies 
is the advantage of all. 

* East African Standard, 
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The Bank Chairmen on War 


Economics 


HEN he said that we must export or lose the 
WV war, Sir Samuel Hoare was certainly not guilty 
of any exaggeration. In the light of this clear 
warning it would be impossible for anybody to view 
without grave concern the trend of our overseas trade 
figures since the outbreak of war. The January returns 
in particular were disquieting in the extreme. Nothing 
could be more welcome than the jump in imports to well 
above the £100 million level, for this only means (assuming 
that adequate restraints are to be placed on private 
consumption) that we are successfully supplementing 
by purchases from abroad our domestic output of pro- 
ducts essential for the war. Yet in contrast with this 
enormous expansion in imports, our exports stubbornly 
lag behind at very little more than pre-war levels, not- 
withstanding the 15 per cent. depreciation of sterling and 
the fact that we have now had the benefit of a full six 
months in which to place our export trade on a war 
footing. The consequence is that in January our adverse 
visible balance was running at the rate of rather more 
than {700 million per annum, on which basis we should 
be eating into our ultimate reserves of gold and foreign 
securities at a monstrous pace. 

This country, then, has no more vital problem to 
solve than that of increasing its exports, and the bank 
chairmen showed a sure feeling for the realities of the 
situation by unanimously placing the greatest stress on 
this problem in their annual addresses. Mr. Colin Camp- 
bell, for example, urged that “ both the urgency of an 
expansion of our export trade and the general benefits to 
be reaped from it have seldom or never been paralleled 
in the history of this country.” At the same time he 
took a confident view of the prospects on the grounds 
that “the spirit of co-operation between the Empire 
countries, France and ourselves, coupled with a world 
sentiment unmistakably hostile to the enemy, render our 
trading prospects immeasurably more favourable than 
they were, for example, during the war of 1914—18.”’ 

The opportunities for expanding British trade opened 
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up by the virtual exclusion of Germany from the world 
market were stressed even more explicitly by the Hon. 
Rupert E. Beckett, of the Westminster Bank, who said :— 


“From a great part of the western world Germany has been 
virtually ruled out as a trader, through the vigilance of our Navy. 
This means the removal of a formidable competitor, especially as the 
exports of ourselves and Germany, both highly industrialized countries, 
are similar in character. But thisisnotall. Other European countries 
also find their exports jeopardized by Germany’s methods on the 
high seas, and some curtailment has naturally followed. Countries 
contiguous to Germany, and large customers of hers mainly for that 
reason, find German pressure to trade with her often against their 
own national interests and political inclinations, and trade conducted 
in sterling has obvious advantages over barter transactions. Many 
South American countries, too, formerly large customers of Germany, 
now find that market for both imports and exports closed to them, 
and must look elsewhere for trade development; their sympathies 
frequently incline them to turn to Britain to fill the gap. 

‘“‘ All these factors, then, combine to open up favourable avenues 
for our trade which in normal circumstances would never have pre- 
sented themselves on so great a scale. But important neutral countries 
which are not preoccupied as we are with provision for actual warfare 
are also well aware of these opportunities, and have more time and 
attention to give to their exploitation, so that although we have lost 
one formidable competitor others will not be slow to enter the field. 
We shall need all our foresight, energy and resourcefulness to win 
further trade through these outlets, but I have high hopes that we 
shall succeed. ... I look forward, then, in spite of our main con- 
centration on armaments, to a healthy increase of our export trade.”’ 


However great the opportunities have been, it would 
be impossible to deny that as yet we have flagrantly 
failed to take advantage of them. Several other chair- 
men referred to ill-directed control as one of the great 
handicaps exporters have had to face, while Sir R. Noton 
Barclay was frankly critical of the Government’s failure 
in this field, saying : 

“Last year I made practical suggestions as to how the authorities 
might assist overseas traders in peacetime. Bearing in mind that the 
export situation was then critical, it has been discouraging to observe 
how little the Government did to remedy the situation between then 
and the outbreak of war. ... The unhappy outcome is that our 
exporters enter upon the war period with far too limited a capacity 
to play their part in securing overseas trade and in providing the 
foreign exchange which is so essential at the present time.” 


Many of the other speakers, however, seem to have 
assumed that the problem could be adequately solved 
by the familiar methods appropriate to peace conditions. 
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Thus Mr. Edwin Fisher, of Barclays, showed himself 
frankly distrustful of control :— 


“Trade should be allowed to expand and develop, so far as may 
be, in a normal, healthy and unrestricted fashion, subject only to that 
degree of control which the emergency of the times properly imposes.” 


In other cases the greatest stress was laid upon the 
need to maintain prices at competitive levels. Mr. Colin 
Campbell, for example, said :— 

“It cannot . . . be repeated too often that the price factor is fre- 
quently the determining one when dealing with foreign trade. It is 
therefore all important that the efforts now being made by the Govern- 
ment to prevent a continuing rise in manufacturing costs and prices 
should meet with the utmost degree of success.”’ 

And Mr. F. A. Bates, of Martins Bank :— 

“We can only supply those markets abroad if our prices are com- 
petitive, and this is a matter which requires careful watching in the 
interests of both employer and employed, for increased home con- 
sumption, stimulated by temporary Government purchases, is liable 
to enhance the price of our manufactured articles beyond the buying 
capacity of foreign customers. We have experienced before some- 
thing of the harm wrought by the unprofitable contest between rising 
cost and rising pay. With this knowledge so widely disseminated, 
there should be ready acceptance of war-time regulations, of rationing, 
and the taxation of all increased earnings; and, not least, there should 
be the determination of all classes to help to win the war by their 
savings for subscription to impending Government loans.” 


Important though the price factor undoubtedly is, it 
might be objected that more drastic expedients must 
occupy the forefront of discussion in critical circum- 
stances such as the present. Exports have to be regarded 
simply and solely as an indirect means of securing the 
war materials which otherwise would have to be made 
directly by diverting labour and other resources to the 
war industries. If an industry hitherto producing in- 
essential goods for the home market cannot be directly 
diverted to essential productions, then the one way in 
which it can be made to assist in the war effort is by 
selling its products abroad. Assuming that the industry 
really is completely “ specific,” the war effort is enhanced 
if its products are sold abroad at any price. It is this 
which provides the fundamental case for a policy of 
systematic subsidizations. If the industry could be 
diverted to direct war production, it still pays to subsidize 
exports provided the goods obtainable with the export 
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proceeds are worth more (by war standards) than the 
same resources could contribute if employed directly on 
war production at home. Only two of the bank chair- 
men, however, declared themselves explicitly in favour of 
export subsidies and drastic methods generally. Mr. 
G. P. Dewhurst, of Williams Deacons, argued :— 


“In any case it seems desirable under war conditions that the 
Government act as a co-ordinating authority for the bulk of our export 
trade, as indeed they already do for imports, using the present organi- 
zation of the various trades so as not to weaken overseas connections. 
Such a development would appear all the more essential if it were 
decided to carry our naval blockade further and make an attack on 
Germany’s foreign exchange position by the supply to neutral countries 
of those goods and commodities hitherto drawn from Germany. 
Obviously *such an export policy, involving uneconomic rates and 
possibly subsidies, or even loans, would be outside the scope of any 
trading organization and could only be undertaken by the Govern- 
ment.”’ 


While Sir R. Noton Barclay, of the District, said :— 


‘| do not hesitate to suggest also that it is expedient at the present 
time to stimulate exports, even at some immediate expense to our- 
selves, by a’ Government bonus on exports to cover the extra costs 
due to war conditions. Over and above this our foreign trade policy 
should be vigorously directed against Germany in order to make it 
difficult for her to import war materials and equally difficult to get 
other countries to accept imports from her in payment.”’ 

The latter speaker, who described the proposals he 
outlined as only touching the fringe of a complete scheme, 
was alone in lending his support to the widespread pleas 
for an Economic Minister which have as yet produced 
only an Advisory Council for Export :— 

“ Let us have an Economic Commander-in-Chief and let the choice 
fall on one who would be an outstanding figure in Government and 
business circles. Grant him powers and equip him with general and 
technical staffs comparable to the high commands of the armed forces, 
and let there be a grouping of both industries and countries with expert 
advisers as regards trades and markets.” 


Some of the speeches, as will have been noticed, laid 
stress in connection with their remarks on exports upon 
the need to avoid inflation. This theme was the second 
main topic which figured prominently in all the speeches. 
Mr. Edwin Fisher, for example, pointed out that :— 

“It would be unsound for Government war expenditure to con- 


tinue indefinitely to be financed by increasing the Floating Debt 
through the issue of Treasury bills. Ultimately, “the money borrowed 
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for the war must be obtained mainly from the savings of the people, 
if we are to avoid the evils of inflation.” 

Discussing the various methods of checking inflation, 
the Right Hon. Reginald McKenna, chairman of the 
Midland Bank, said :— 


“Rationing is the most direct and obvious method; but as 
consumption depends upon the means to pay for it, the main assault 
is on the purchasing power of the people, a larger share of which must 
be diverted to the Government. Heavy taxation is brought into 
action, and is followed by borrowing from the public, accompanied by 
a vigorous campaign to promote saving and investment in war loans, 
It is in this diversion of purchasing power from the people to the 
Government that the banks can give practical assistance. They can 
restrict loans for non-essential purposes, and thereby effect the double 
object of curtailing purchasing power for purely civilian purposes and 
increasing their own capacity to lend to the State and to Government 
contractors.” 

Since the rise in unemployment undoubtedly left the 
public in some doubt whether private spending should be 
curtailed, other speakers performed a useful service in 
making clear this need to divert spending power to the 
Government. Thus Sir Noton Barclay, said :— 


“Tt might, I think, be admitted that a reasonable spending policy 
could safely be advocated to mitigate the initial disturbance to trade 
caused by the outbreak of war. But the bridging-over period between 
peace ard war is passed. Slowly but steadily the national effort 
gathers momentum in its approach to full war-time economy, and 
private consumption must be reduced or demand will lead to inevitable 
inflation. If this is to be avoided we must from now onwards exercise 
discretion in spending and err on the side of economy rather than 
liberality.” 

Mr. Edwin Fisher made the same point in the 
following passage :— 

‘* As our war effort grows, as more and more of our labour force 
is absorbed in the fighting services and as more and more of our indus- 
trial organization is diverted to the production of munitions, the call 
to spend gives way to the call to save. By limiting our own con- 
sumption we shall not only reduce unnecessary imports, but shall also 
set free supplies that can be exported.” 

The general assumption was that voluntary savings 
would prove adequate to the task. Sir R. Noton Barclay, 
however, endorsed Mr. Keynes’s plan as a last line of 
defence : 

‘“The Government’s present programme, however, recognizing 
this, is to stimulate voluntary thrift. This scheme is now on trial by 
means of attractive new issues of National Savings Certificates and 
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Defence Bonds. It is to be hoped that it may succeed and so prevent 
spending capacity and the cost of living following one another upwards. 
If it should fail, then Mr. Keynes’s scheme may have to be applied 
with such modifications as circumstances require.” 


Although Mr. McKenna stood alone in the forceful 
and unqualified advocacy of the Keynes’s scheme which 
he expressed in the following striking passage, his 
experience as Chancellor of the Exchequer during the 
last war gives his opinion a special weight in this connec- 
tion :— 

‘“We must not be blind to the possibility that the war, if it is of 

long duration, may demand more drastic methods. Perhaps nothing 
less than the compulsory saving of all increases of income will be 
needed to secure the full necessary diversion of spending power from 
the public to the Government. Judging from comments in the Press 
I conclude that public opinion is not yet ripe for the imposition of a 
scheme of compulsory saving. But should we ever be engaged in 
another great war, which may Heaven avert, I believe we should at 
once turn our minds to a plan of the kind proposed by Mr. Keynes . 
It would be more equitable than inflation, more practicable than still 
further taxation, and at the end of the war, when industry is no longer 
engaged in making arms but has turned again to the building of houses 
and the manufacture of the products of peace, the war savings would 
give to all the means to share in the new output and to invest if they 
so wished, in the capital needed to set the wheels of peaceful industry 
in motion.” 

Whether spending be restricted by voluntary or 
compulsory savings, the result for the individual is 
necessarily sacrifice, and Mr. Dewhurst made a telling 
point in stressing the conditions which must be satisfied 
if Labour co-operation is to be secured :— 

“| think that if Labour generally is satisfied that the Government’s 
measures for control of profits and prices are effective, and further that 
the acquisition of War Savings Certificates by the working classes 
shall not prejudice them in future wage negotiations, nor be taken into 
account on the operation of any future means test, then we should see 
a response which in every sense of the word would be truly national, 
and by voluntary methods would achieve the same purpose as is 
suggested by a compulsory bloc king at the source of a certain proportion 
of the wage earner’s pay roll.’ 

In addition to this discussion of export policy and 
war finance, the speeches contained many noteworthy 
individual contributions. Thus Mr. Rupert Beckett 
produced a spirited defence of private enterprise in 
banking :— 

“We have evidence in Germany of how complete government 
control of the financial machinery of the country provides a loophole 
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for the diversion of funds into its own selected channels, with complete 
disregard for the normal demands for capital by industry, commerce, 
and private individuals. In any country where finance is so controlled 
the temptation for the Government to exercise its powers with the 
cardinal view of maintaining and reinforcing party ends must be 
ever present and extremely dangerous. 

“Under private enterprise bankers are left free to satisfy the 
financial requirements of the community as between themselves and 
their customers and not as between the State and users of banking 
services. The soundness and intrinsic merits of any transaction are 
the overriding considerations, and discrimination to further the 
ends of any political party is in British banking quite unknown. Again, 
banking risks which have been turned ‘ sour’ by the onset of war, or 
by other major disturbance, are borne by the banks alone, and do not 
become a charge on the public purse. But perhaps the crowning argu- 
ment of all is that the deposits of the banks’ customers remain their 
property, not liable to be swept into the State purse by the fiat of a 
dictator.” 

Another subject which inevitably received considerable 
attention in reviewing a year such as 1939 was the general 
problem of bank earnings in wartime. Many of the 
speakers referred to the special expenses entailed by 
decentralization and other A.R.P. measures. Some 
indication of the treatment accorded members of bank 
staffs who have joined the Services was given by Mr. 
Edwin Fisher, who stated that Barclays are paying full 
salary less Service pay, to more than 2,000 members of 
the staff now with the forces. 

The whole question of bank earnings in wartime was 
discussed at length by Lord Wardington, who drew 
some striking contrasts between the position now and 
in 1914 :— 

‘“‘ Broadly speaking, there was no increase in bank dividends during 
the last war and increased profits were used to strengthen the position 
of the banks, a fact which surely is as much in the interest of the 
country as it is in that of the banks themselves and their depositors. 
The present war brings some new features, and the result on banks will 
not in many ways be the same as during the last war. We may see 
—indeed we have already seen—some increase in our deposits, but 
the facilities for using them profitably are not comparable with those 
existing previously. Bank rate is much lower than it was; our 
investments do not earn nearly such a high rate of interest; our 
expenses are greater; our proportion of advances to deposits is much 
lower than in 1914; while our li: ibility to depreciation on the largely 
increased investment total is certainly no less than it was. It is highly 
necessary, therefore, that we should be able to make reasonable 
profits, and if we succeed in doing so beyond our standard under Excess 
Profits Tax, a large proportion will be taken by the Chancellor of the 
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Exchequer. During the last war you will recollect that banks were 
excluded from the provisions of the old Excess Profits Duty. Greatly 
fluctuating profits, however, whether in an upward or downward 
direction, are not our desire. We much prefer stability and strength, 

and it is to be hoped that we may be able to continue earning a reason- 
able profit, which will enable us to make allocations to our reserves 

against the unknown.’ 

Nobody with the slightest knowledge of the facts 
would question Lord Warding zton’s general summary of 
the factors affecting bank earnings in wartime. In 
particular, it is incontestable that in the early weeks of 
the war the banks were put to very heavy expense and 
suffered rather than gained from the temporary increase 
in bank rate. It is thus scarcely credible that a respon- 
sible Labour leader such as Mr. Ernest Bevin should 
solemnly have declared in a public utterance that at the 
beginning of the war the banks “ scooped ” £13,000,000 
out of the country. Nobody has yet succeeded in dis- 
covering any rational basis for this remarkable piece of 
arithmetic. So fantastic an accusation might be dis- 
missed without comment were there not a danger that 
even wild misstatements of this kind may do the country 
grave disservice by whipping up sectional grievances at 
a time when the national interest demands the utmost 
co-operation between all parties. For this reason it 
may be worth while to refer Mr. Bevin to the terse 
refutations contained, for example, in Mr. Beckett’s 
speech (which was, of course, published several days 
before Mr. Bevin’s unfortunate lapse) :— 

“Increased rates for deposits at once came into force, but, on the 
other hand, it was in only a few cases that banks were able to raise in 
due proportion their charges for advances. Moreover, the higher 
rates did not persist long enough for much benefit to accrue from our 
bill holdings. Considerable outl: 1ys had to be incurred by the bank in 
respect of A. R. P. measures, decentralization and staff depletion and 
replacement.” 
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Countering Germany’s Export 


Drive 
By a Correspondent 


ESPITE all that has been said and written since 
D the outbreak of war on the vital importance of an 

export drive, it is undeniable that this country has 
still some distance to go to offset Germany’s strenuous 
efforts in this direction. The success of the German 
trade drive in contiguous neutral countries unaffected 
by our blockade, a drive which began with the launching 
of Goering’s Four-Year Plan, is clearly apparent in the 
official figures. It is proposed later to demonstrate the 
extent of German penetration in specific markets and to 
consider the various factors which have made possible 
this expansion. 

Let us first briefly indicate, however, some of the 
obvious remedies for the major difficulties which are still 
allowed to stand in the way of British trade. The ex- 
change risks (as distinct from transfer risks) borne by 
importers of goods from this country and by exporters to 
ourselves should clearly be covered by our official 
organization. The two contingencies are appreciation 
or depreciation of sterling respectively, which under 
clearing account trading agreements should tend to 
cancel each other. In effect, trade would be conducted 
c.f. instead of f.o.b. and in local currencies. This would 
overcome present difficulties, as for example in the case 
of Turkey, where internal exchange regulations hamper 
payments in foreign exchange. Everything - possible 
should be done to reduce difficulties arising out of the 
export licensing system, the censorship and foreign ex- 
change restrictions applying to commercial travellers. 
The issue of visas for trade representatives should be 
facilitated in every way. Local representation or trade 
agencies familiar with local habits are essential in newer 
fields, and suitable representatives speaking the language 
of the country should enable British exporters to adapt 
their trading to conditions, particularly in regard to 
weights and measures and commercial propaganda. 
Finally, manufacturers must be given some positive 
stimulus to cultivate export markets. Since the out- 
break of war, home markets have become over-attractive 
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to holders of stocks. Government orders have tended to 
absorb the activity of industry otherwise adapted to 
exports. War risk insurance has operated as a set-off to 
the export advantage of depreciated exchange. At first 
ostensibly added to prices, later it was included and in 
certain cases became a reason for uncompetitive in- 
creases (e.g. with manufactured products, such as screws 
and copper flexes, where turnover is active and stages of 
production are numerous, the home purchaser has been 
called upon to pay more than the world price). Here is 
a case for control. There are, in addition, innumerable 
instances calling for export subsidies—whether at the 


- expense of the consumer (as has been suggested in the 


case of cotton goods) or of the taxpayer, is a matter of 
minor importance in wartime. 

Only when the path has been cleared by such obvious 
preliminary steps as these can we hope to press on with 
an export drive to any purpose. Yet it appears that the 
Export Council is unwilling even to resort to subsidiza- 
tion, basing its new export drive entirely upon private 
enterprise. It should be realized that in Germany all 
industrial legislation recognizes an equality of importance 
between export and war production. Germany has thus 
been marshalling her powers to produce large quantities 
of exports in order to secure essential imports during a 
protracted war. It is time that our own export in- 
dustries were mobilized as part of our war effort by 
energetic official action on similar lines. In addition, we 
must be prepared to use any and every device which 

may be found expedient to develop our own trade with 
the important contiguous neutrals, and to this end much 

may be learned by “studyi ing the reasons for Germany’s 
active trading relations with contiguous countries to the 
comparative exclusion of our own. 

In the first place, Germany’s trade has been developed 
gradually since 1932 on the basis of bilateral clearing 
agreements with different countries. Her commercial 
footing in neighbouring countries is due largely to propa- 
ganda, e.g. Holland abounds with German commercial 
travellers engaged upon an active selling campaign. In 
most foreign countries, and particularly in the Balkan 
States, exporters are warned against exchange losses 
when they deal with Britain : they are told that exchange 
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risk is excluded when they trade on barter terms and 
are promised immediate delivery from Germany. To 
combat this, active counter propaganda is required; and, 
most essentially, we must indemnify foreign exporters 
against exchange loss. 

Effective though German methods have been, it is 
probable that most of the countries concerned have 
entered into barter arrangements or clearing agreements 
with Germany faute de mieux. Indeed, it is known that 
Germany has at times found it difficult to supply sufficient 
goods, or suitable goods, to pay for her imports. It 
cannot be supposed that in these restricted markets there 
has sprung up of late so expanded a demand for products 
such as dyes, drugs, precision instruments, office 
machinery, etc., as to be sufficient alone to enable 
Germany to command essential imports such as man- 
ganese, iron ores, bauxite, petrol, cereals, cattle fodder, 
etc. On the contrary, there have been complaints in 
the neutral press that countries trading with Germany 
are obliged to accept imports of commodities that are 
totally unwanted or forced upon Germany’s trading 
partners in uneconomically large quantities. In such 
conditions these intensively developed markets must 
offer a natural and keener demand for our own staple 
exports, such as cotton and woollen goods, cutlery and 
machinery. Means must be found of rendering this 
demand effective. 

Since the outbreak of war the export drive has been 
sustained and has so far withstood the check to export 
trade in the early period of hostilities. The markets in 
which German trade has recently shown most rapid 
expansion, calling for the most active counter-measures 
on our part, are indicated in the tables appended. Never- 
theless, several European countries show declining imports 
from Germany. This and the fact that the last three 
categories of exports shown in the table are of a type in 
which saturation point is readily reached are clear 
indications of the “ strategic’ character of Germany’s 
foreign trade shortly before the outbreak of war. 








The Financial Maginot Line 
By Paul Einzig 


HAT would posterity—or, for that matter, con- 

\X/ temporary opinion—think of a Commander-in- 
Chief who abandoned the Maginot Line on the 

first day of the war, without firing a single shot in its 
defence? Yet, on the outbreak of war our financial 
Commander-in-Chief, Sir John Simon, acting presumably 
on the advice of his financial General Staff of Treasury 
officials and Bank of England chiefs, took a decision 
which might be represented as an abandonment of 
the country’s financial defences. The financial Maginot 
Line consisted of the pre-war level of sterling and the 
pre-war price level. Its defence against the pressure 
brought about by war conditions would have been of 
the utmost importance from the point of view of the 
successful management of war economy. Notwith- 
standing this, the authorities suspended the support of the 
pound and allowed it to depreciate a few days before 
the outbreak of hostilities while on the first day after the 
declaration of a state of war the spontaneous depreciation 
was confirmed and increased by a deliberate devaluation. 
The primary purpose of the construction of the 
Maginot Line at gigantic cost was to enable the Allies 
to mobilize and deploy their armed forces behind its 
protective strength. The financial Maginot Line should 
have served a similar purpose. It was of the utmost 
importance to defend the pre-war price level as long as 
possible, in the interest of avoiding, or at any rate 
postponing and minimizing, the operation of the vicious 
spiral of rising costs and prices. During the early phases 
of the last war the public did not re lize the inflationary 
character of war financing. For this reason prices did not 
rise materially for a long time. This delay in the operation 
of the vicious spiral was of great assistance to the Govern- 
ment in the management of the economic defences of 
the country. It provided a breathing space during 
which it was possible to convert peace economy into 
war economy. The rise in wages, prices, the cost of 
living, and the cost of national defence, was postponed 
until later phases of the war; during the early phases 
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the country was spared the unfavourable material and 
moral effects of such an upward trend. To a large extent 
this was due to the right policy pursued by the Govern- 
ment then in office. Although it made many grave 
mistakes in other directions—in the absence of any 
previous experience it would have been little short of 
a miracle had it done the right thing in every respect— 
it certainly realized the importance of maintaining the 
pound as near as possible to its pre-war parity. 

The Chancellor of the Exchequer and his advisers 
who are responsible for the conduct of the finances and 
the economic policy of this country during the present war 
were at a considerable advantage over their predecessors 
of 1914, in that they had the wealth of experience gained 
during the last war to draw upon. In spite of this, they 
committed a mistake which their inexperienced prede- 
cessors succeeded in avoiding: they brought about a 
deliberate deprec iation of the pound by 14 per cent. 
They must have been fully aware that this must tend to 
raise the price level from the very first day of the war. 
They must also have been vaguely aware of the grave dis- 
advantages of rising prices during the initial stages of the 
war. In : spite of this, they failed to use the defences of the 
financial Maginot Line of pre-war parity for the purpose 
of shielding the war economy of the country during the 
early phases, pending the mobilization and deployment of 
all the measures required for the efficient conduct of 
war economy. 

Let us visualize for a moment what would have 
happened if instead of allowing sterling to depreciate in 
August and September 1939, the authorities held it 
rigidly at 4:68 with the aid of exchange restrictions. 
Doubtless, there would have been some rise in the price 
level, as a result of the rise in world prices, and the 
addition of A.R.P. and war risk insurance to the cost of 
production. The extent of the rise would have been 
too moderate, however, to set into motion the vicious 
spiral which began to work immediately after the depre- 
ciation of sterling. Possibly after eighteen months or 
two years of inflationary financing, the war would in 
any case have brought about a strong upward trend in 
prices and costs. But the utilization of the financial 
Maginot Line of the pre-war parity of sterling would 
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have enabled the Government to adopt various measures, 
such as the anti-profiteering law, price-fixing, the control 
of shipping freights, etc., before the rise began instead 
of when the vicious spiral was already in full swing. 

As it was, even before the inflationary effect of war 
financing offset the deflationary effect of the fall in 
civilian expenditure, prices began to rise to a considerable 
extent, mainly owing to the depreciation of sterling. 
Coming as it did in addition to the other factors making 
for a rise, this factor brought about a sharp rise in the 
cost of living which made it impossible to maintain 
wages at their pre-war level. The rise in wages, in turn, 
further accentuated the rise in prices, which again reacted 
upon the cost of living. Even in the absence of any 
purchasing power inflation, the much-dreaded vicious 
spiral has become operative, and during the first six 
months of this war there was a more pronounced all- 
round rise than during the first eighteen months of the 
last war. 

The only argument in favour of the deliberate 
depreciation of sterling by 14 per cent. was that it 
provided a much-needed stimulus to exports. Indeed, 
the whole policy was adopted as a method of subsidizing 
export trade—a very expensive subsidy if we allow for the 
increased costs of imports, the all-round rise in prices, 
and the subsidies the Treasury decided to agree to in 
order to check the rise in the cost of living index number, 
if not of the cost of living itself. The question is, was 
it worth while to make such heavy sacrifices? Would 
it not have been possible to achieve the same purpose 
in a different way? Evidently, the Chancellor of the 
Exchequer, in taking his decision, was thinking entirely 
in terms of pre-war principles and pre-war experience. 
He utterly failed to realise the fundamental difference 
between peace economy and war economy, between open 
(or comparatively open) economy and closed economy, 
and between liberal economy and controlled economy. 
He also failed to see the difference between the factors 
that govern foreign trade in time of war and in time of 
peace. Last, but by no means least, he appears to have 
been entirely unaware of the existence of a man named 
Dr. Hjalmar Schacht and his system of maintaining and 
expanding exports in spite of an overvalued currency. 
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In pre-war days, when Great Britain had a liberal 
and open economy, currency depreciation appeared to be 
the only effective way in which to assist exports to a 
considerable extent. Even then, however, anyone who 
followed closely the Nazi experiment—and it was 
certainly the duty of the experts of the Treasury to 
follow it closely—must have been aware that in a closed 
and controlled economy it is possible to stimulate foreign 
trade in spite of an overvalued currency. In the absence 
of free international transfer of money and goods it is 
possible to apply a variety of devices to ensure that 
export trade suffers no disadvantage through an unduly 
high exchange value of the national currency. Indeed, 
judging by the attitude of German negotiators in many 
countries during the last few years, Germany evidently 
derived actual advantage from the overvaluation of the 
reichsmark and her Government’s policy aimed at 
increasing that overvaluation rather than reducing it. 
For by this means it was possible to reduce the cost of 
imports and to increase the proceeds of exports; in other 
words, Germany was able to obtain more imports for 
the same quantity of exports. It is true that in theory 
the overvaluation of the reichsmark tended to discourage 
German exports. In practice, however, foreign countries 
had to buy German goods in order to obtain payment 
for their exports to Germany, so that the increase of 
their exports to Germany through the overvaluation of 
the reichsmark led to a corresponding increase of their 
imports from Germany. And when this factor was not 
in itself sufficient to make up for the handicap of an 
overvalued exchange then the German exporters or the 
Government resorted to various kinds of subsidies. 

So long as Great Britain retained free trade principles 
as the basis of her relations with foreign countries it was 
impossible to apply the German methods. The moment, 
however, that Great Britain also adopted a closed and 
controlled economy she was in a position to take advan- 
tage of the lessons gained by the German experience. 
Having to put up with the inconvenience of trade control, 
exchange control, and a variety of Government inter- 
ference with production and trade after the outbreak of 
the war, there was no reason why Great Britain should 
renounce the benefit of the compensating advantage of the 
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system, which would have enabled her to maintain and 
even increase her export trade without having to devalue 
sterling. 

Nobody would suggest a slovenly imitation of the 
German methods, many of which would be contrary to 
the principles of British commercial integrity. But it 
would have been possible to take many leaves out of 
the German book, and adapt them to suit British require- 
ments. It would have been a paying proposition to grant 
subsidies to British exporters to countries with a free 
exchange. In doing so the Government would have 
saved the additional costs it has to pay for imports as a 
result of the depreciation of sterling, and also the subsidy 
paid to the Food Ministry to keep down the price of 
primary necessities. From a purely budgetary point 
of view alone, the method suggested would have been 
infinitely preferable, apart altogether from the immense 
advantage of avoiding a steep rise in prices during the 
first months of the war. 

The amount of the subsidy to exports would have 
been relatively moderate. There would have been no 
need to subsidize exports to the Sterling group countries, 
nor to countries with exchange restrictions, in relation 
to which it would have been possible successfully to 
apply barter devices. Goods sent to countries with free 
exchange would have had to be subsidized, but not 
excessively, because in the absence of German com- 
petition there was in any case a strong demand for 
British manufactures. In time of war the volume of 
export largely depends upon the amount of goods 
available for export, and the shipping facilities available, 
rather than upon the price quoted. In no case would 
the subsidy have had to be anything like the 14 per cent. 
depreciation of the pound from 4-68 to 4:03. For 
exporters did not derive anything like the full benefit 
of the depreciation, which was accompanied by a sharp 
rise in the price of their raw materials and labour. 

It is to be deplored that, owing to the lack of 
adaptability of the Chancellor of the Exchequer and his 
advisers, the Government should have resorted to a 
solution which would have helped export trade in time 
of peace but failed to help it adequately in time of war. 
The results achieved at the cost of abandoning the 
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financial Maginot Line without attempting to defend it 
were very meagre indeed. The disadvantages of the 
short-sighted policy chosen left this country’s war 
economy with a heavy initial handicap. It may well be 
asked whether it would not be worth while to consider the 
idea of reversing, by at least a partial revaluation of the 
pound, the adverse factors set into motion by the ill- 
advised action. Possibly a reversal of the trend of costs 
of prices even at this stage might go a long way towards 
facilitating the management of war economy. A counter- 
attack in the form of revaluation might yet recover some 
of the unnecessarily abandoned positions of the financial 
Maginot Line. 


Life Assurance in 1939 
By F. G. Culmer 
EB: a time, the shock of war in September last 





brought life assurance business virtually to a 

standstill. As the British public gradually recon- 
ciled itself to cope with the war conditions on the home 
front, partial signs of a revival began to assert themselves 
towards the end of the year, but the life offices never 
normally regained their stride. The inevitable result 
was a substantial decline in the total volume of new 
ordinary life business transacted during 1939 in com- 
parison with the previous year. There is a considerable 
variance in the results shown by the different life 
offices, but the figures as a whole indicate a falling off of 
nearly 23 per cent. 

In spite of the political uncertainty and depression 
prevailing in earlier months the life offices did quite well, 
so far as new business was concerned, up to the outbreak 
of hostilities. Indeed, some of them succeeded in effecting 
an increase in sums assured as compared with the corres- 
ponding period of 1938. This was no doubt due to a great 
extent to the confidence engendered by the life offices, 
who, in spite of the gathering of war clouds, continued to 
issue all kinds of policies unencumbered by any restric- 
tions in regard to war risks. It was not until war was 
actually declared that a clause was inserted in new policies 
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to the effect that in the event of death, caused directly 
or indirectly in consequence of war, the amount payable 
would be restricted to premiums paid or to the surrender 
value of the policies, whichever is the higher. This has 
become the general practice, as has the charging of an 
extra annual premium of {1 per cent. to cover the 
exclusion of the war clause as affecting the lives of 
civilians or members of H.M. Forces as long as they 
remain in the United Kingdom, the additional pre- 
mium being limited to a maximum term of five years. 
Offices generally used their own discretion in the treatment 
of the war risk, especially with regard to civilians who 
would not be liable for service with the forces. The 
Scottish Widows, for example, announced at the end 
of the year that it was prepared to grant with-profit 
policies to civilians in Great Britain and Northern 
Ireland, including war risks without extra charge. 

In comparing new business figures for the past two 
years it has to be remembered that the blow fell just 
when the offices were preparing to enter upon their most 
prolific business period of the year, and deprived them of 
their customary success in the final quarter. For all this, 
the volume of assurance attained last year was by no 
means inconsiderable, especially when one remembers 
that for several years previously the new business figures 
had risen extensively. It proves conclusively that life 
assurance is no spent force. There is every reason why 
life assurance should continue in increasing favour despite 
of and because of the war. As a protective influence life 
assurance is no less a necessity for the common weal in 
time of war than in peace-time. The advantages it 
affords in point of stability and security are unquestion- 
able. With income tax at its present high level the 
increased rate of rebate allowed by statute on life 
assurance premiums renders a life policy a most attractive 
and economic proposition for the tax-payer. As an aid 
to the Government’s war-time savings campaign life 
assurance functions admirably. Since the bulk of the 
premiums paid must directly or indirectly seek invest- 
ment in government loans. Thus by serving their own 
interests in obtaining the protection and security of life 
assurance the public will indirectly be helping to pay the 
cost of the war. As in the last Great War life offices will 
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be among the largest subscribers to the Government 
issues. 

Although during the year bonuses attached to with- 
profit policies continued unchanged it became evident 
that the life offices in view of war conditions would have 
to readjust their ideas and modify their scales of allotment. 
In some cases the rates declared have been of a somewhat 
drastic character. The North British and Mercantile, 
whose current quinquennium was not due to end until the 
close of 1940, decided to hold a valuation as at the end of 
December last, and the directors recommended a com- 
pound bonus in respect of the four-year period of £1 per 
cent. per annum, as well as an interim bonus at the same 
rate for the ensuing valuation period. The previous rate 
of bonus declared at the last quinquennium for both whole 
life and endowment assurances was 35s. per cent. per 
annum compound. The National Provident Institution 
whose triennial valuation took place as at December 31 
last, have decided, in view of the uncertain outlook, to 
postpone the distribution of profits, and the directors are 
carrying forward a surplus of £895,552 as a reserve against 
future contingencies. Some other offices have announced 
reduced interim bonus rates, but notably in the cases 
of the Atlas, Phoenix and Northern, the reductions are 
of a moderate nature, and it is apparent that these 
offices, at any rate, are purposely resolved to make with- 
profit policies as attractive as possible. The Eagle Star 
has reduced its interim rate from {2 to £1 per cent. Low 
interest rates and increased income tax have compelled 
the life offices to reconsider their rates of premium. The 
Scottish Widows, for instance, is maintaining in force its 
existing premiums for with-profit endowment assurances 
and with-profit whole life assurances, but small additions 
have been made to the premiums for other types of 
policies. 

In the following table the new business figures for the 
year are given of 51 life offices, of which only one—the 
North British and Mercantile—has the distinction of 
exceeding its new business total for 1938. The decline 
in total net sums assured amounted to £53,149,288, 
bringing down the aggregate to £181,701,938. Last 
year the corresponding table in THE BANKER included 
four more offices—Marine & General, National Mutual, 
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Provident Mutual, and University Life — which had an 
aggregate of £5,272,960, but their figures for 1939 were 
not available at the time of going to press. 

Net sums Inc. (+) or Dec. 


assured (—) as compared 
in 1939 with 1938. 


£ £ 


HoME OFFICES— 


Alliance 
Atlas «. 
Beacon 
Blackburn 
Britannic (ordin: ary) 
British Equitable 
British General 
Caledonian ; 
Clerical, Medical & General . 
Commercial Union 
Co-operative (ordinary) 
Eagle Star ms 
Equitable Life ‘ 
Equity & Law Life .. 
Friends’ Provident & Century 
General Life .. 
Gresham Life. . 
Guardian ; 
Law Union & Rock . is 
Legal & General (ordinary) 

Ditto oveieien 

term & group) ° 
Life Association of Scotland - 
Liverpool & London & Globe 
Liverpool Victoria (ordinary) 
London Assurance ae 
London Life .. 
London & Scottish 
Marine & General 
Mutual Property 
National Farmers’ Union 
National Mutual 
National Provident .. 
North British & Mercantile. . 
Northern a ‘ 
Norwich Union Life .. 
Pearl (ordinary) 
Phoenix 
Prudential (ordinary) 
Provident Mutual 
Refuge (ordinary) 
T Approximate. 


12,790,000 
2,975,000 
867,462 
7295,000 
2,574,348 
647,129 
572,519 
1,455,245 
T1,970,000 
4,719,022 
2,675,139 
5,835,873 
+1,760,000 
1,848,149 
2,010,356 
T1I,500,000 
12,669,000 
+1,363,000 
2,057,140 
6,428,495 


7»242,793 
1,311,319 
12,445,000 
2,629,758 
72,100,000 
2,010,369 
1,314,350 


740,855 
747:738 


1,552,204 
15,800,000 
1,326,100 
710,000,000 
6,661,043 
14,000,000 
fagaee,ece 


6,422,725 
* Not evelieiile. 


1,410,000 
1,067,720 
423,568 
46,300 
848,373 
224,101 
385,342 
647,504 
695,301 
1,272,298 
599,448 
4,477,388 
268,917 
1,664,357 
644,393 
1,111,070 
1,146,391 
356,379 
754,330 
865,005 


2,028,262 
409,782 
400,415 
941,837 
579,181 
690,544 
274,018 

* 


110,004 
71,281 
* 


494,970 
473,073 
455,107 

1,755,700 

1,569,467 
967,072 

3,324,990 


1,472,153 








Inc. + or Dec. 
assured (—) as compared 
in 1939 with 1938 

£ £ 


Home OFFICES— 
Royal ‘ es ‘a 4,467,000 — 709,871 
Royal Exchange “a 2,965,564 — 1,393,035 
Royal London Mutual I (Ordin- 

ary) 4,399,497 1,129,556 
Scottish Amicable .. ei 1,688,946 442,130 
Scottish Equitable .. a 1,232,696 603,699 
Scottish Life ait ws 1,721,638 595,111 
Scottish Provident .. es 2,322,888 835,631 
Scottish Temperance ; 1,161,213 413,446 
Scottish Union & Nationz al +1,365,000 1,174,368 
Scottish Widows... os 3,475,000 1,765,530 
Standard Life ve - 3,672,258 977,281 
Sun Life - .. 14,656,189 7,003,461 
United Kingdom Prov ident 4,019,138 1,097,252 
University Life ‘ ° . 
Wesleyan & General (Ordin- 

ary) a mae ea 1,178,484 _ 319,638 
Yorkshire... wi .. [2,800,000 — 229,741 
ft Approximate. * Not available. 


Individually, the Prudential with an approximate 
total of {25,000,000 again heads the list by an enormous 
margin. This figure as usual includes oversea business, 
but does not include group assurance. The Sun Life 
comes second in the list. It suffered a decline of 
over £7,000,000, but still had the very considerable 
total of £14,656,461. The operations of this Society 
are confined to the United Kingdom. The Norwich 
Union Life has for the sixth consecutive year topped 
the {10,000,000 mark, although the figure attained last 
year was considerably below the record of 1938. The 
Legal & General, while £865,605 down in its ordinary life 
figures, comes out well with a total of well over £6,000,000. 
In its decreasing term and group business, which is stated 
separately, the society makes an impressive showing in 
spite of the fact that the total is down by more than 
{2,000,000 on the previous year. It is worth while 
recording that at the outbreak of war the Legal & General’s 
net ordinary life business exceeded that for the corres- 
ponding period of 1938 by £648,776, and that despite the 
war the decline for the whole year was only approximately 
7 percent. The biggest decline in the list is shown by the 
Eagle Star, which company, however, retains the con- 
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siderable total of not very far short of £6,000,000. Others 
among the leading offices which have done relatively well 
in the circumstances are the North British and Mercantile, 
Commercial Union, Royal, United Kingdom Provident 
and Phoenix, but it is scarcely fair to particularise 
inasmuch as all the offices’ figures are definitely war 
scarred. 

In the ordinary-industrial group the Pearl, Refuge 
and Royal London Mutual figure prominently, and 
largely owing to the Prudential’s substantial contribution 
ten of these offices have been responsible for an ordinary 
life aggregate of £52,594,452, which represents a decline 
on the year of £10,405,279. Between them they have 
contributed over 32 per cent. of the grand total. The 
figures of the London & Manchester, whose year does not 
conclude until March, are not, of course, included in the 
list. 

Ever since 1936 there has been a progressive downward 
tendency in annuity business, and the retrogressive pace 
was considerably accelerated last year. Among the 
leading specialists in this particular class of business the 
Equity & Law Life received a purchase consideration for 
immediate annuities amounting to {958,894 against 
£1,594,821 in 1938. The Legal & General’s consideration 
money declined from {1,152,835 to £835,912; and that 
of the Friends’ Provident & Century from {940,000 to 
£480,000, while the amount received by the Atlas was 
reduced from £660,000 to £470,000. 

The Dominion Offices operating in the United 
Kingdom achieved a satisfactory measure of success, for 
the total sums assured by them in this country amounted 
to £13,487,554, a decline on the year of only £1,602,200. 
This decline generally appertained to the concluding 
three months, the Canada Life in fact showing an advance 
over the previous year up to the end of August. The Sun 
Life of Canada lived well up to its reputation in issuing 
policies in the British Isles for a total of over £4,500,000, 
a result almost identical with that of the previous year, 
while the average amount assured per policy exceeded 
f{600. The vast ramifications of the company in this 
country are exemplified by the fact that last year the life 
business in force under the control of the London ad- 
ministrative office was increased to £76,000,000. Over 








214 THE BANKER — 





£600,000 was received for the purchase of annuities, 
and payments to annuitants were in excess of £1,000,000. 
As will be seen from the accompanying table the total 
business secured by the Sun Life of Canada was slightly 
up on the year, and the total net assurances in force 
have reached the mammoth sum of £597,822,240. The 
surplus earned last year was £4,953,000. The average 
rate of interest earned on the company’s investments 
was {4 os. 5d. per cent. as compared with £3 19s. 7d. per 
cent. in 1938. The 1939 scale of bonuses to policyholders 
is being maintained for 1940. Another Canadian office 
which made successful headway in 1939 is the Crown 
Life of Toronto. It has the distinction of showing the 
largest percentage increase of net sums assured among 
the Dominion group of offices. In this respect the Crown 
Life is certainly upholding its reputation in Canada as a 
progressive office. Other Canadian offices also enjoyed 
a fairly active annuity campaign, the Confederation 
Life’s purchase money amounting to {£380,000, and 
the Canada Life’s to £155,203. 
Net sums _ Inc. (+) or Dec. 
assured (—) as compared 
in 1939 with 1938 
£ £ 
DoMINION OFFICES— 
Australian Mutual Provident . .[22,419,571 + 190,536 
Ditto U.K. only... és a 287,084 — 144,169 
Canada Life - = 
Ditto U.K. only... 7 .. 1,580,000 304,793 
Colonial Mutual (Australia) .. . . f 10,500,000 61,415 
Ditto U.K. only... ps .+ 2,404,417 446,617 
Confederation Life (Canada) .. 9,264,000 404,768 
Ditto U.K. only... - .. 1,316,000 159,000 
Crown Life of Toronto dia .+ 7,142,000 - 473,000 
Ditto U.K. only... ti P 353,000 - 75,000 
Imperial Life of Canada ‘ss .. 5,082,123 107,877 
Ditto U.K. only... Bs 680,633 82,324 
Manufacturers’ Life of Canada . . [11,534,297 303,526 
Ditto U.K. only ‘ins P 976,045 129,249 
Mutual Life & Citizens of Australia. . 78,385,000 - 152,000 
Ditto U.K. only... ‘0 263,841 - 16,361 
National Mutual of Australasia . . [10,158,497 1,360,316 
Ditto U.K. only... os .. 1,521,197 250,459 
Sun Life of Canada .. és .. 39,876,826 299,176 
Ditto U.K. only... ov ..+14,515,000 153,000 
* Not available. + Approximate. } Gross. 
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Group life business not surprisingly suffered a set- 
back, for the state of industry for the greater part of the 
year was too depressed to encourage firms to embark 
in this form of cover on behalf of their employees. Except 
during the fateful closing months of 1939 ordinary life 
assurance fairly maintained its hold upon the British 
public despite political uncertainty and the adverse 
influence which this was bound to have upon the course 
of trade. The merits of life assurance are too well known 
and appreciated to allow of them drifting for long into a 
state of neglect, even though the community is pre- 
occupied with the obsession of war. 

The special arrangements of the life offices, to which 
the Government has given its approval, to protect from 
forfeiture policies in cases where the holders find them- 
selves in financial difficulties owing to war conditions, 
is a war-time move to be highly commended. The 
effect of this safeguarding plan is that the cash surrender 
value is to be utilised in the form of a premium in order 
to keep the policies in being for as long as the cover lasts. 
Further, where there is insufficient surrender value to 
maintain the cover, the offices will deal as generously 
as possible with each case with a view to keeping the 
policy in force for some further period; and where, in 
spite of the protection granted, policies have lapsed, the 
offices will make such arrangements as are possible for 
reinstatement after the war. 





International Banking Review 
UNITED STATES 

T HE continuous gold influx has for months past been 

the outstanding financial development. During the 

calendar year 1939 the total influx was $3,574 
million, which was nearly twice the amount for 1938. 
Even after allowing for an increase of gold deposits ear- 
marked for foreign Central Banks by $534 million, the 
net gain is over $3,000 million. During January the 
actual flow of gold abated somewhat, but the release of 
earmarked gold made up for the difference, so that the 
net gain for the month was no less than in December. At 
the end of January the gold stock of the United States 
reached a new high record at $17,935 million. At the 
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same time the amount of gold held under earmark on 
foreign account was $1,125 million. 

Washington reports, according to which the United 
States Government requested the British Government to 
refrain as far as possible from shipping gold to New York, 
were denied in official quarters. In all probability, the 
Washington authorities will raise no difficulties in the 
way of the influx of British and French gold, since in 
existing circumstances it is the most convenient, or least 
inconvenient, way of receiving payment for American 
exports. The alternative would be the wholesale liquida- 
tion of American securities held by British and French 
residents, and this is viewed with strong disfavour in the 
United States, owing to its possible effect on Wall Street 
prices. The liquidation of such stocks will be carried out 
gradually, and in the meantime gold will be used for meet- 
ing the deficit on Allied trade with the United States. 
The discouragement of the flow of gold would mean a 
decline in the sales of American goods to Great Britain and 
France, and this is certainly not envisaged by the 
Washington Administration. On the contrary, in spite 
of the sharp increase of Allied purchases of war material, 
the United States Government is anxious that British 
purchases of Virginia tobacco should continue. 

FRANCE 

The figures of French banks for the end of November 
have now become available. They disclose a considerable 
increase in the deposits of the “ Big Four,’’ which 
advanced Frs. 2,174 million to Frs. 38,023 million during 
November. The increase was entirely due to the reflux of 
French capital from abroad. Since the deposits lost 
immediately before and after the outbreak of the war 
were already recovered by the end of October, the increase 
during November brings the total to above its pre-war 
figure. 

It is understood that the influx of capital continues 
unabated, and that the sterling balance of the French 
Exchange Stabilization Fund has increased month after 
month, in spite of the very substantial purchases made 
by the French Government in Great Britain and in the 
British Empire. Thanks to the influx of funds the 
French banks have been in a position to absorb the 
Rearmament bonds and National Defence bonds issued 
by the Treasury. During November the bill holdings of 
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the four leading French commercial banks, which include 
the Treasury bonds, increased by Frs. 2,457 million. 

The views held by French banks about their earning 
prospects during the war are far from unanimous. While 
the Société Générale indicated its optimism by maintain- 
ing its interim dividend at the same figure as last year, 
the Comptoir National d’Escompte reduced its interim 
dividend from 3 per cent. to 2 per cent. 


BELGIUM 


The annual report of the National Bank of Belgium 
states that throughout 1939 the note issue showed a rising 
trend. The international flow of capital changed its 
direction several times during the year under review. 
The increase in the note issue was largely the result of a 
revival of hoarding and was accompanied in consequence 
by a decline in bank deposits. Consequently, the 
combined figure of notes and bank deposits showed 
relatively moderate changes only. 

The flight from the belga in April, 1939, led to an 
expansion of the Central Bank’s loans and to high 
discount rates, but later in the spring and during the 
early summer it became possible to restore normal 
conditions. After the outbreak of the war the increase 
in the cost of gold shipments resulted in a sharp rise in 
the dollar exchange. Before the war the National Bank 
operated regularly in the forward market to bring 
forward rates in harmony with internal money rates. 
After the outbreak of the war, when several leading 
countries adopted exchange restrictions, these operations 
were discontinued. 


SWEDEN 


From January 31 the Riksbank has published abridged 
weekly returns consisting of nine items only instead of 
sixteen items as before. All inland assets are now 
included under one single heading, so that it will not be 
possible to ascertain from the return the extent to which 
the Riksbank has participated in Government financing. 
The return will no longer indicate the amount of the gold 
stock held abroad. The former unofficial exchange 
restrictions have now been replaced by an official code 
of regulations. 
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Books 


THE PoiticAL Economy oF War. By A. C. Picou. 
(Macmillan. 5s.) 


ORIGINALLY published in 1921, Professor Pigou’s 
study of war economics has long been out of print. This 
revised edition will therefore be exceptionally welcome 
to students of economics, however much they may regret 
the circumstances which have made it possible by render- 
ing of dominating interest once more topics that, as 
Professor Pigou says, “it might have been hoped would 
never again occupy our minds.” It is amazing how little 
revision has been needed to give the book a completely 
contemporary ring. Those who have been preoccupied 
with the economic aspects of the present war must be 
not merely struck but saddened and horrified to be 
reminded how precisely these identical problems of 
organization and finance were paralleled, not only in 
broad outline, but down to the last detail, a generation 
ago. That is, of course, only another way of saying that 
the discussion is as significant as though it had been 
written only yesterday. Professor Pigou’s easy and 
lucid style makes this the ideal introduction for the man 
in the street, who will find in it not merely a readily 
intelligible explanation of broad principles, but concrete 
guidance on questions touching his own private spending 
and budgeting. There is no doubt, for example, that a 
great many people are puzzled at the present time to 
know how best they should economize in the interests 
of the war effort. To such questions the chapter 
demonstrating the distinction between real and money 
costs, and the succeeding one on “the choice among 
personal economies” provide a detailed and practical 
answer. Professor Pigou shows, for example, that it is 
of the greatest help to curtail expenditure on things using 
resources needed for war (such as petrol), or which could 
be exported (such as coal), or have to be imported (such 
as oranges). At the same time, he is careful to point out 
that there is also something to be said for continuing to 
equalize “marginal utilities’ all round, since this 
minimizes the sacrifice involved by a given reduction in 
expenditure. The case for taxation versus loans, the 
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technique of borrowing, finance by bank credits, price 
control, rationing—all the outstanding questions of the 
moment, in short—are admirably treated. In place of 
the chapters on “ The Aftermath” contained in the earlier 
edition, Professor Pigou substitutes a rather gloomy 
epilogue: “ After peace had come, when the ‘ war to end 
war’ was over, that discussion was in place. But now, 
at the beginning of our struggle—a struggle which may 
wreck the world—it is not in place. We are at the start 
of a journey whose end we cannot foresee. Yet once 
again the young and gallant, our children and our 
friends, go down into the pit that others have digged for 
them. Yet once again men of greater age, we that, if it 
might be, would so gladly give for theirs our withered 
lives, we cumber the earth in vain. We wait and watch 
and—those who can—we pray. Asan economist I have 
not the power, nor, as a man, the heart, to strain through 
a night so black to a dawn I shall not see.” 


FOREIGN EXCHANGE. By I’. J. DocKER. (London, 1940: 
P. S. King & Son. Price 15s. net.) 


THE publication of a really modern textbook on 
foreign exchange has been long overdue. Most writers 
on the subject still consider it their sacred duty to devote 
half their volume to the technicalities of bills of exchange, 
even though the days when dealings in foreign bills 
constituted the bulk of foreign exchange activity passed 
away several decades ago. Authors of some popular text- 
books have sought to keep up with progress by including 
in revised editions of their books chapters on exchange 
control, but such works fail to devote sufficient space to 
foreign exchange business under modern conditions. 

Mr. Docker’s book marks a distinct step forward 
from this point of view. He devotes a large part of his 
space to exchange restrictions, clearing, exchange equali- 
sation accounts, &c. It is therefore decidedly a modern 
book. Unfortunately it is not nearly systematic enough 
to be classed as a textbook. Theory, practice and history 
are found together in a rather untidy medley. There 
is also much rather irrelevant material, such as the 
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description of the banking systems of various countries. 
The whole book is more a collection of independent essays 
than a systematically planned textbook. The value of 
the various essays varies widely. The chapter on clearing 
and compensation agreements is excellent, while the 
collection of material on exchange equalisation accounts 
is second to none. On the other hand, the chapter on 
forward exchange is somewhat perfunctory ; incidentally, 
it might be better if this chapter had followed the tech- 
nical material on foreign exchange transactions, instead 
of being included, as a happy afterthought, towards the 
end of the volume. In spite of such defects in arrange- 
ment, however, the book can be recommended to bankers 
and students of banking as one of the most interesting 
and useful works published on the subject in recent years. 


Tue INvisIBLE TarirF. By Percy W. Bidwell. New 
York, the Council of Foreign Relations. (London, 
Royal Institute of International Affairs. (12s. 6d. 
net.) 

THE author explains how restrictions on the import 
trade of the United States are accomplished by means 
other than tariff duties. Such means are invoked in cases 
of alleged dumping, export bounties, violation of 
American patents, etc. The author describes the far- 
reaching effects of these controls and warns that abuse of 
such controls could lead to retaliation by other nations. 
In many ways the invisible tariff is even more powerful 
than the very formidable visible tariff wall, and to a 
large extent it escapes the trade agreements. 


PUBLICATIONS RECEIVED 
THE PREVENTION OF FRAUD (INVESTMENTS) ACT, 1939. 
By L. J. Morris SMITH. (London, 1940: Jordan & 
Sons. Price ros. 6d. net.) 
THE NATIONAL INCOME OF BRITISH INDIA, 1931-1932. 
By V. K. R. V. Rao. (London, 1940: Macmillan & 
Co. Price ros. 6d. net.) 
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Obituary 
Robert Callander Wyse 


THE discount market has suffered a grievous loss this 
month through the death of Mr. Robert Callander Wyse, 
manager of the Union Discount Company since 1922 and 
a director of that company since 1926. For many years 
past Mr. Wyse had been one of the most distinguished 
figures in the financial world and had played a decisive 
role in the councils of the discount market, from 1925 to 
1931 as chairman of the Discount Houses Committee, an 
office which he resumed last year. While he came of a 
banking family (his father was an agent of the Royal 
Bank of Scotland in Dundee) he owed his influential 
position entirely to exceptional ability and force of 
personality. After a few formative years with the Royal 
Bank of Scotland, he rapidly rose to a position of authority 
in the Guaranty Trust Co. of New York, acting as London 
manager of that bank from Igor to 1920. When he 
joined the Union Discount Company as deputy manager 
in the latter year, his reputation as an outstanding 
banker was already established and it was clear that he 
had been chosen as designate successor to Christopher 
Nugent. 

Though his earlier successes had been achieved in a 
very different type of banking, notably in foreign 
exchange, the rapidity and completeness with which he 
mastered the problems of the discount market were 
remarkable. Even more impressive was the unfailing 
flair he showed for the bond operations which after 1931 
became the mainstay of discount market profits. His 
success in this sphere is clearly reflected in the con- 
sistently prosperous record of the Union Discount Com- 
pany through these difficult years. At the time of the 
1931 crisis his breadth of view was illustrated by the 
part he played in securing the adoption of the Standstill 
agreement, while a year or two later his sound business 
judgment was exemplified in his refusal to quote for 
standstill bills at the low rates which became established 
during the period of ultra-cheap money and which were 
wholly unremunerative in relation to the risks involved. 
He was a fine amateur musician (being for many years 
a director of the Royal College of Music) and a keen 
fisherman, a hobby to which he devoted his annual 
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holiday in his native Scotland. Nevertheless, his main 
interest was firmly centred in his work and he would 
have desired no better epitaph than the demonstrable fact 
that he left the Union Discount Company in an even 
stronger position than when he took over its direction. 
Long after most members of the market had left the City 
he was always to be found at his desk. Only a day 
or two before his sudden death he attended the office 
as usual, and nobody who knew him well will doubt 
that he would have preferred thus to die in harness. To 
the last he took a keen delight in discussing the problems 
of the day, which he followed with great enthusiasm 
and thoroughness, and although his death took place at 
the age of 72 he was more than up-to-date in his economic 
views, pouring scorn on the “Free Traders’ who 
retained any belief in the gold standard or any doubts 
of the permanence of cheap money. He will be deeply 
missed as a banker and even more as an individual. 


Sir Alfred Lewis 


THE banking world has lost another outstanding 
personality in Sir Alfred Lewis, deputy chairman of the 
National Provincial Bank from 1934 to 1938. Sir Alfred 
came to the fore as one of the brilliant lieutenants of the 
late Sir Edward Holden. Before its amalgamation with 
the National Provincial Bank, Sir Alfred was a director 
and general manager of the Bradford District Bank, and 
when that institution was absorbed he received a 
managerial position with the National Provincial Bank, 
of which he was appointed joint general manager in 1919, 
subsequently becoming chief general manager. Wishing 
to be relieved of some of his work in the City, he 
relinquished his position as deputy chairman of the bank 
in January, 1938, and last year resigned his seat on the 
boards of the Yorkshire Penny Bank and the Bank of 
British West Africa. He was a member of the Economic 
Advisory Council, and the Universities of Birmingham 
and Wales conferred upon him the honorary degree of 
LL.D. in recognition of his work on economic problems. 

Sir Alfred was elected a Fellow of the Institute of 
Bankers in Ig1r and joined the Council in Ig13 as 
representative of the Bradford centre, of which he was 
one of the founders. He retained his seat on the Council 
until 1934, when he became a vice-president. 
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Appointments @ Ketirements 


Barclays Bank 


On the retirement of Mr. J. D. Bunce, Mr. S. W. 
Woolven and Mr. R. G. Thornton have been appointed 
managers of Barclays Bank, 54, Lombard Street, branch. 


Discount Houses Committee 


Mr. E. C. Ellen, manager of the Union Discount 
Company of London, has been unanimously elected 
chairman of the Discount Houses Committee, in place 
of the late Mr. R. C. Wyse. 


Glyn Mills & Co. 


Mr. W. A. Gosland has been appointed registrar on 
the retirement of Mr. C. Barker on account of ill-health. 


Lloyds Bank 


At Head Office, Mr. Vernon Eastwood, an assistant 
general manager, has retired after nearly 46 years’ 
banking service. In April, 1894, Mr. Eastwood entered 
the Halifax Joint Stock Bank, becoming controller at 
Halifax District Office after the amalgamation with the 
West Yorkshire Bank. In 1930 he was transferred to 
the Advance Department at Head Office, and was 
appointed an assistant chief controller in 1931 and to 
his present position in 1933. Mr. W. R. Bown, District 
Manager at Liverpool, succeeds Mr. Eastwood as an 
assistant general manager. 

In the Advance Department, Head Office, Mr. W. F. M. 
Hopkins, from Avenue branch, Southampton, has been 
appointed a controller. Mr. FI. S. Whitley, an assistant 
controller, has retired after 40 years’ service on account 
of ill-health, and is succeeded by Mr. E. Mitchell, from 
Rochdale. 

Mr. W. J. Braham, of the Chief Inspector’s Depart- 
ment, Head Office, has been appointed an inspector 
(Mechanisation). 

Mr. F. W. Yelf, from Cambridge, has been appointed 
joint manager at Pall Mall branch, S.W. Mr. F. B. 
Goddard, from Worthing, has been appointed manager 
of Cambridge (also Cattle Market, Chesterton Road and 
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Mill Road) branch. Mr. H. C. Skingley, from Romsey, 
has been appointed manager of Worthing (also Goring 
Road) branch. 

Mr. E. W. Ivamy, hitherto an assistant controller, 
Advance Department, Head Office, has been appointed 
manager of Avenue branch, Southampton, on the appoint- 
ment of Mr. Hopkins to Head Office. 

Mr. W. V. Thomson, from Midsomer Norton, has been 
appointed manager of Axminster branch. He is 
succeeded as manager of Midsomer Norton branch by 
Mr. V. G. Williams, from Lechlade. Mr. E. H. Marks, 
from Winslow, has been appointed manager of Lechlade 
branch. . 

At Leeds branch, Mr. O. D. Hamer has retired after 
nearly 42 years’ service. 

Mr. J. V. Jeffs, hitherto a controller at the Advance 
Department, Head Office, has been appointed manager 
of Liverpool branch. 

Mr. H. S. Martin, hitherto clerk-in-charge, has been 
appointed manager of Padstow branch. 

Mr. G. L. Rhodes, from Bolton, has been appointed 
manager of Rochdale branch. 

On the death of Mr. H. H. Sarah, Mr. W. G. R. Lid- 
stone, from Axminster, has been appointed manager of 


Yeovil branch. 


Martins Bank 

Mr. M. Conacher, hitherto joint superintendent of 
branches at Head Office, has been appointed assistant 
district manager of the North Eastern District in 
succession to the late Mr. Thomas Smithson. 

Mr. C. W. Tiplady, hitherto clerk-in-charge, has been 
appointed manager of Stourport-on-Severn branch. 


National Bank of Scotland 

At Nairn branch, Mr. James Lamb, solicitor, has 
retired from the agency, and Mr. Henry C. King, Joint 
agent, now becomes sole agent at that branch. 

Mr. Alan Purves, teller at Duns branch, has been 
invested temporarily with authority to sign “ pro agent ”’ 
at that branch in the absence on military service of 
Mr. Percy Deas, agent. 
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National Discount Company 
Sir Sigismund F. Mend! has been re-elected Chairman. 


Royal Bank of Scotland 

On the retirement of Mr. G. F. B. Hunter, assistant 
general manager, Mr. W. A. Buchan, the superintendent 
of branches, and Mr. J. Robb, the subject of our frontis- 
piece this month, and manager of the City Office, have 
been appointed assistant general managers at the Head 
Office in Edinburgh and at the City Office in London, 
respectively. The creation of an assistant general 
manager in London is a new departure for the Royal 
Bank. 


Sumitomo Bank 
Mr. K. Ohdaira has resigned from the position of 
chief managing director, but will remain on the board 
as a director. He is succeeded by Mr. H. Okahashi, 
managing director. Mr. T. Noda, a former manager 
of the London Office, now becomes managing director. 


Union Bank of Scotland 

It is with regret that the death is announced of Mr. 
Robert C. Forsyth, agent at Kirkcaldy branch. He is 
succeeded by Mr. Kenneth M. Kincaid, from Norton Park 
branch, Edinburgh. 


Union Discount Company of London 

Mr. E. C. Ellen, who succeeds Mr. R. C. Wyse, as 
manager of the Union Discount Company and chairman 
of the Discount Houses Committee, has been a sub- 
manager of the Union Discount Company since 1927. 
He has been associated with the Company for a period of 
36 years, interrupted only by his service in the last war, 
in which he had a distinguished record, attaining the rank 
of major. Mr. A. W. Trinder, now appointed deputy 
manager, has been with the Company since 1918, and 
was appointed sub-manager in 1931. 


Yorkshire Penny Bank 

Capt. Evan C. E. Smith, M.C., has been appointed a 
director to fill the vacancy caused by the resignation of 
the late Sir Alfred E. Lewis, K.B.E. 
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Bank Meeting 
NATIONAL BANK OF ROUMANIA 


Speech delivered by M. Mititza Constantinesco, Minister 

of Finance and Governor of the National Bank of 

Roumania, at the Annual Ordinary Meeting of the 
shareholders of the Bank, on February 18, 1940. 


The Governor said: International political events of 
1939 have had severe repercussions on Roumanian 
economy, which has been governed by the problem of 
national defence, especially since the outbreak of war. 
Disorganization of world markets, increased cost and 
danger of sea transport, difficulties in procuring raw 
materials and scarcity of labour have all constituted so 
many problems which must be borne in mind when 
examining Roumanian economic development in its 
various aspects. 

AGRICULTURE: The 1939 harvest may be considered 
satisfactory. According to provisional figures given by 
the Ministry of Agriculture, the position appears as 
follows: 





Area under Production 
Production Total per Hectare 
Hectares Quintals 


Wheat 
Maize 
Rye 
Barley 
Oats 


4,063,805 
4,924,762 
447,336 
1,059,990 
557,006 


44,886,100 
58,785,060 
4,745,300 
10,055,800 
4,759,000 


I-05 
11:94 
10-61 
9:18 
8-24 


The production of wheat was lower than in 1938, but 
in comparison with the average figures for the years 1933 
to 1937, there was an increase in 1939 of the output of 
wheat, maize and rye. The quality was inferior to that 
of the previous year. Hay crops, and more especially 
wheat and rye, suffered from unfavourable weather con- 
ditions, both before and after the harvest; and the maize 
crop has a higher percentage of moisture as a result of 
heavy rainfall. 

The question of wheat values has been under constant 
review. With world wheat prices continually falling, in 
Roumania also wheat fetched less in the first six months 
of 1939 than in 1938. As this tendency showed every 
sign of continuing it was decided to take measures similar 
to those of 1938. The National Co-operative Institute 
bought large quantities of wheat, subsequently sold for 
export. Minimum prices were fixed and favourable 
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exchange terms were allowed to exporters. Export 
premiums were established which gradually decreased 
towards the end of the year. 

The decline in world market prices for wheat was 
arrested in the second half of 1939 by the outbreak of 
war and the consequent increase in demand. Rises in 
price took place everywhere, and as the difference 
between prices at home and abroad rapidly diminished 
Roumanian exporters were enabled to sell abroad 
remuneratively without the aid of the export premium. 
The necessity for the latter now no longer existed and it 
disappeared entirely after the 30th September, 19309. 

During the second half of 1939 the export of cereals 
and other products was maintained at the same level as 
for the corresponding period of the previous year. This 
fact is all the more appreciated when it is remembered 
that the export of cereals for livestock feeding (barley 
and oats) was prohibited during the last few months of 
the year as a precautionary measure in view of the 
exceptional increase in home consumption and the un- 
certainty of the amount of next year’s harvest. 

Among other measures brought into force during the 
year, was the law relating to agricultural mobilization. 
This law, largely the consequence of the calling up of 
workers and the requisition of a certain amount of 
agricultural equipment, is intended to organize 
agricultural production so as to be prepared for any 
eventuality. 

INpusTRY: During the first eight months of 1939 pro- 
duction was higher than in the corresponding period for 
1938, but owing to the international situation, during the 
last four months of the year it fell below that for the 
corresponding months of 1938. The total for the whole 
year, however, equalled that of 1938. 

Large government orders were placed, and these are 
reflected in the Ito per cent. increase (as against 1938) 
in the output of iron and rolled steel, the 18 per cent. 
increase in the output of tanned leather and boots, and 
in the greater activity in the cement and food industries. 

Production was, however, considerably hampered by 
a shortage of raw materials, resulting from the 
restrictions imposed by exporting countries, from in- 
creased demand elsewhere and from difficulties of 
transport. The government has sought to alleviate these 
problems by various measures, including trade agree- 
ments and the provision of adequate labour supplies. 
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Crude oil production has been maintained at around 
the 1938 level at 6,250,000 tons as compared with 
6,610,000 tons. Boring activity was less than in 1938. 
Home consumption was 4.5 per cent. higher than in 1938 
and 18.3 per cent. higher than in 1935; petrol consump- 
tion accounts for the greater part of this increase, and 
is no doubt the happy result of the policy of improvement 
in road construction. The decline in exports of petroleum 
products is a natural consequence of this, as well as of 
the recent transport problems. 

Mention must also be made of the satisfactory results 
of the gold mining industry, which has been encouraged 
by wise measures on the part of the authorities. 


FOREIGN TRADE: The year closed with a favourable 
balance of trade of lei, 3,919 millions, a satisfactory 
position, especially in view of the difficulties to which 
the political situation has given rise. 

Comparative figures for 1938 and 19309 are as follows : 

Imports Exports Balance 

Tons 1,000 lei Tons 1,000 lei 1,000 lei 
1939 739,039 22,890,474 7,564,146 26,809,349 + 3,918,875 
1938 720,602 18,767,830 7,409,084 21,532,580 +2,764,750 
Difference +81,563 +4,122,644 +155,062 +5,276,769 +1,154,125 


Imports have consisted chiefly of manufactured 
goods required for the process of Roumanian indus- 
trialisation; their value was about the same as that for 
1938, but the quantity was greater. Imports of raw 
materials and semi-manufactured goods have, however, 
declined. 

Exports have risen by 5,277 million lei. Cereals 
account for an increase of 580,000 tons in quantity and 
1,952 million lei in value. Exports of petroleum products 
were smaller in quantity but 1,913 million lei greater in 
value. 


Pus.ic FINANCES: As in the two preceding years, the 
year 1938-9 closed with a surplus. In spite of unfavour- 
able conditions, revenue during the period from the ist 
April, 1939, to 31st December, 1939, was 3.3 per cent. 
higher than estimated, amounting to 24,422 million lei, 
against 23,646 million lei estimated. 

In order to provide for national defence without 
resorting to inflation or to unsound expedients, the 
Government, in co-operation with the Central Bank, 
adopted—with success, the orthodox method of borrow- 
ing, and issued Treasury Bonds in respect of army 
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estimates repayable in three and five years, at 44 per 
cent. per annum. 

In spite of extraordinary difficulties arising from the 
political situation, the monetary policy of the National 
Bank has contributed largely to consolidating the 
position of the national currency. Confronted by 
abnormal conditions it was found necessary to modify 
the statutes of the Central Bank relating to the use of 
currencies forming part of the cover, leaving powers to 
the board to act in this matter as present circumstances 
may require. 

Owing to the able policy of the National Bank of 
Roumania, characterized by practicability and foresight, 
the technical position of the national currency has been 
highly satisfactory. As a result of adequate measures 
within the framework of our monetary policy, put into 
operation since last year, together with the encouraging 
activity in gold production and the premium established 
in favour of private holders of gold who sold to the 
National Bank, our metal stocks increased from 18,190 
millions in December, 1938, to 20,768 millions at the 31st 
December, 1939. Throughout the year the relation 
between cover and sight liabilities, in spite of the increase 
of the latter, was maintained at over 35 per cent. 

THE CAPITAL MARKET: The issue of bonds to meet 
the requirements of the army estimates was one of the 
principal features of the market during the past year. 
Its complete success is evidence of the confidence 
enjoyed by the State, of the great scope of our capital 
market, and above all of the keen patriotism of our 
citizens. 

Influenced by the situation abroad and the general 
decline in quotations on foreign Bourses, the market 
here for the first nine months of the year showed a 
smaller turnover than for the corresponding period for 
1938. During the last quarter, however, there has been 
great activity and November transactions reached 
record figures. The preference shown in recent years for 
fixed interest bearing securities was replaced by a 
demand for equities—no doubt a consequence of political 
tension in Europe. Nearly all shares rose, especially oil 
shares. Fixed interest bearing securities on the other 
hand have weakened. 

CrepiT Poricy: It is a pleasure to be able once more 
to aver the solidity of the Roumanian banking system, 
which has faced a very difficult situation. Two crises 
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provoked by international events, one in May and the 
other in September, put our banks to a severe test in 
1939. Thanks to their liquidity and to the prompt assist- 
ance rendered by the Central Bank the crises were 
passed without serious consequences, providing a new 
opportunity to our banking system of proving its 
strength. Furthermore, the way in which the banks 
responded to the appeal of the Minister of Finance 
demonstrated once again their potentialities and their 
ability to play the role of auxiliary to the Treasury in 
the policy of financing national defence. 

The menace of the present conflict which has over- 
shadowed Europe for the last few years, causing with- 
drawals of deposits and general apprehension on the 
part of the public, has given a new impetus to the tend- 
ency to hoard which had ceased in Roumania at the 
end of the world economic crisis. This phenomenon, 
international in character, is quite without justification, 
so far as our country is concerned. The promptitude 
with which all withdrawals were paid out and the certi- 
tude that the Central Bank will meet all claims must 
discourage unproductive hoarding, so prejudicial to the 
national economy and to the individual. 

In view of the position of the market and increased 
industrial activity, especially in those trades connected 
with national defence, the National Bank granted exten- 
sive credits during 1939. Hence the holding of com- 
mercial bills which had totalled 11,526 millions on the 
31st December, 1938, reached the figure of 18,882 millions 
as at the 31st December, 1939, an increase of 64 per cent. 

Following an appreciable fall in the price of cereals 
at harvest time the Government was obliged to practise 
a more energetic policy of price maintenance than 
during the preceding year. As in the past, the National 
Bank, in accordance with its policy of assisting agricul- 
ture, agreed to finance the Government’s schemes and 
thus granted credits to the National Co-operative Insti- 
tute which was enabled to exercise a favourable influence 
on wheat prices. 

Besides the credits provided for the maintenance of 
the value of the harvest, agriculture also enjoyed other 
credits, participating in all to the extent of 26 per cent. 
in the portfolio of bills rediscounted. 

Commerce contributed in a smaller measure—r4 per 
cent., to this portfolio. 

Industry, as well as the various undertakings engaged 
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in public works, enjoyed to the greatest extent (60 per 
cent.) the wider credits granted by the National Bank. 
Advances against securities have increased considerably 
during the past year, contributing towards the finance of 
public works, among which special mention must be 
made of the silos, which should improve the conditions 
affecting the value of agricultural products. 

The foregoing indicates clearly the ample assistance 
accorded by the National Bank to economic activity. 
The credits given have been based on economic transac- 
tions, sometimes of a seasonal nature, and sometimes for 
the production of goods, which will help to strengthen 
the national resources. Hence the process of production 
and distribution of goods has been facilitated, and an 
increase in circulation has corresponded with an increase 
in economic activity and wealth. 

Always with the object of creating conditions most 
suitable for productive activity, the bank rate has been 
maintained at 35 per cent. since the 5th May, 1938, this 
rate being one of the lowest in Europe, and the lowest 
in south-east Europe. 

The country being on the whole a small scale farmers’ 
country the National Bank has not ceased its efforts to 
consolidate and develop the co-operative system, which 
it regards as fundamental in the work of improving the 
conditions of the largest section of the population. 

In our Report last year we announced the formation 
of a body of controllers of co-operative units, as it is only 
by constant control that the repetition of past errors can 
be avoided. We can now give some figures with regard 
to the successful activities of these controllers who have 
supervised 7,741 units in all. 

The credit of one milliard lei bearing interest at 2 per 
cent. placed at the disposal of the village co-operatives, 
as announced in last year’s report, was largely absorbed 
during 1939. In order that this credit may give the 
results we look for, the controllers have powers of inspec- 
tion with regard to the management of the units and the 
method of distributing credits. 

Such is, in its broader aspects, the policy followed by 
the bank of issue in the complex and vital problem of 
credit. The bank’s efforts towards providing the country 
with an organisation for credit suitable to modern 
economy are not yet completed. That some results have, 
however, already been achieved is evidenced in the way 
in which the banks have faced the problems arising from 
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the European war. These results convince us that we 


are working along the right lines and have decided us 
to continue our task. 


THE Banxk’s AcTIviTIEs.—At the 21st December, 
1939, the portfolio of bills discounted amounted to 
11,525,060,000 lei. 

During its second year of existence, the co-operative 
section continued its work of controlling all the co- 
operative units in respect of facilities granted by the 
National Bank. 

At the 31st December, 1938, loans, including those 
covered by securities or by bullion, amounted to 
1,562,517,000 lei. At the 31st December, 1939, they 
amounted to 4,930,759,000 lei. 

At the 31st December, 1938, the State debt to the 
Bank was 3,589,402,492 lei. This was reduced by 31st 
December, 1939, to 3,571,780,590 lei. 


PARTICIPATIONS.—The National Bank of Roumania 
participates in the capital of the following companies. 


National Association for Industrial Credit. 
Bank for International Settlements. 


Bank for the Industrialisation and Prices Control of 
Agriculture. 

Bank of Gold and Mining Enterprises. 

Bank for Artisan Credit. 


EXCHANGE OPERATIONS.—Up to the 1st October, 1939, 
the National Bank of Roumania continued to apply, on 
behalf of the State, the regulations affecting foreign trade 
and exchanges. 

By a decree of the 1st October a part of these func- 
tions has been transferred to the Office for Foreign Ex- 
changes at the Ministry for National Economy. Hence 
the National Bank now confines itselfto authorizing pay- 
ments abroad only for its own purposes and those of the 
State. An agreement with regard to the operation of 
the decree has been made between the Bank and the 
Office for Foreign Exchanges. 

The achievements of the National Bank would not 
have been possible without the constant support and 
encouragement of the shareholders, which the Bank 
acknowledges with thanks. 

We take this opportunity of expressing to our patron 
His Majesty King Carol our gratitude and profound 
devotion. 
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Bank Meeting 
LLOYDS BANK LIMITED 





BANKING PROFITS IN WAR-TIME: A COMPARISON WITH 1914 


NEED FOR MAINTAINING STABILITY AND STRENGTH WITH A 
REASONABLE RETURN 


THE PROBLEM OF RISING PRICES 


LORD WARDINGTON’S ADDRESS 


HE eighty-second ordinary general 
meeting of the shareholders of Lloyds 
Bank Limited was held on Friday, 
February 2, at the head office, 71, Lombard 
Street, London. 

The Right Hon. Lord Wardington (chair- 
man of the bank) presided. 

The Chairman said: My lords, ladies 
and gentlemen—This is the first occasion on 
which we have met for our annual meeting 
in our own premises. I hope you approve of 
the innovation and that you agree that it is 
more convenient and more comfortable. 

Very few years pass when I have not the 
sad duty of referring to some gaps in our 
ranks, and this year I am sorry to say is no 
exception to the rule. 

Mr. A. E. Pattinson, one of our Liverpool 
directors, died in May last, and we miss him 
much. Lord Weir resigned his seat in 
October. 

THE EXECUTIVE 

We lost a very valued member of our staff 
when Mr. G. H. Chattaway died suddenly 
when on holiday last August. Mr. Maurice 
Brodie Hoare retired last June from the ap- 
pointment of treasurer. 

I referred last year to the retirement of 
our chief general manager, Mr. G. F. Abell, 
and the appointment of Mr. R. A. Wilson 
and Mr. Sydney Parkes as chief general 
managers in his place. The year 1939, with 
its many problems and anxieties, might well 
have tested the most experienced of general 
managers, and I think, it is only just and 
right to tell you how nobly they have borne 
the heavy responsibilities which were newly 
placed upon them. 

WORK OF THE STAFF 

May I also say a word to you about the 
staff generally ? You will have realized that 
they have been working under abnormal con- 
ditions in many ways. In the first place their 
numbers have been already depleted by 
withdrawals for National Service by 1,613, 
and during this year we may expect this 
figure to be increased by a further 954, which 
will, together, represent 23 per cent. of our 
male staff. Of the remainder an additional 
5,000 between the ages of 20 and 41 are liable, 
but we do not expect a large proportion of 
these to be called up. 

Apart from the strain imposed on those 
remaining on duty with the bank through the 
reduction of regular staff, extra work has been 
involved by the numerous Government 
regulations. Some measure of relief has 


been afforded by closing various sub-branches 
but it has been found necessary to engage 
1,525 temporary clerks to take the place of 
those who have gone, and an additional 394 
to meet the increase in work at our Pall Mall 
branch caused by the expansion of the Army 
and Royal Air Force. We have also availed 
ourselves of the willing cooperation of some 
of those who had retired from active service 
in the bank. 


ADDITIONAL BURDENS 

Other factors throwing fresh burdens on 
our staff were the decentralization of some 
of our head office departments to different 
parts of the country, involving the transfer 
of 350 members and 65 tons of records; the 
duplication of records of all current, deposit, 
and savings bank accounts, and the disloca- 
tion caused by Air Raid Precautions and the 
consequent voluntary training and duties in 
connexion with first aid, anti-gas, and fire 
fighting activities. 

All these things have meant, in greater or 
less degree, added labours, discomfort, incon- 
venience, and the break up of homes. These 
new burdens have been most willingly shoul- 
dered. I am sure that you would wish me to 
express on your behalf your gratitude to the 
staff for their ungrudging services. (Applause.) 

BALANCE SHEET 

Turning now to the balance sheet on the 
liabilities side our current, deposit, and other 
accounts, standing at over £433,000,000, 
constitute a record in our history, and show an 
increase over last year of nearly £36,000,000. 

Our acceptances, endorsements, &c., 
together show a reduction of {£11,000,000, 
which you would naturally expect in the 
circumstances. 

On our assets side we see a {6,000,000 
increase in our cash items, and the large 
increase of {29,000,000 in our holding of 
Treasury Bills, one of the least productive 
forms of assets, but of course highly liquid. 

Under the heading of investments there 
is a welcome change from long-dated to 
short-dated securities, the former having 
fallen by nearly £11,500,000, and the latter 
having increased by {9,500,000. In these 
days it is comforting to know that there can 
be no doubt as to the ultimate value of so 
large a proportion of our investments in a 
few years’ time. 

LOANS AND ADVANCES 

Our loans and advances, somewhat sur- 
prisingly, show a decline of more than 
£5,000,000. This, I think, must be attributed 
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not to any one reason but to a variety of 
causes. The whole stocks of certain staple 
commodities in this country have been 
acquired by the Government and are being 
carried by them rather than by our customers. 
Other trades, as a result of war conditions, 
have been working with lower inventories. 

It is difficult to prophesy, but I am in- 
clined to think we shall see a greater demand 
for accommodation in the future. 


PROFIT AND LOSS 

The profit and loss account shows a net 
amount brought in for the year somewhat 
smaller than that of the previous year, in 
common with the accounts of nearly all other 
banks. When the dislocation of business 
and the many added expenses caused by the 
war are taken into consideration, it is a 
matter for congratulation that the profit 
is no smaller than it is. 

I know there are some people, to judge 
from their writings and speeches, who seem 
to think that the country would be stronger 
if the banks were weaker, and are obsessed 
by the fear lest banking profits should be 
increased in consequence of the war. They 
cite the last war as an example of what may 
happen. 


COMPARISONS WITH 1914-1919 
The position, however, is very ditferent 
now from what it was in the years 1914 and 
those following. We may see—indeed we have 
already seen—some increase in our deposits, 
but the facilities for using them profitably 


are not comparable with those existing 
previously. Bank Rate is much lower than 
it was; our investments do not earn nearly 
such a high rate of interest; our expenses are 
greater; our proportion of advances to 
deposits is much lower than in 1914; while 
our liability to depreciation on the largely 
increased investment total is certainly no 
less than it was. It is highly necessary, 
therefore, that we should be able to make 
reasonable profits, and if we succeed in doing 
so beyond our standard under Excess Profits 
Tax, a large proportion will be taken by the 
Chancellor of the Exchequer. During the 
last war you will recollect that banks were 
excluded from the provisions of the old Excess 
Profits Duty. 


IMPORTANCE OF EXPORT TRADE 

Even those least acquainted with the 
problems of economics realize the absolute 
necessity of keeping up, and indeed of 
increasing our exports. Our foreign invest- 
ments and our stock of gold are limited in 
amount, and in the last resort we rely on our 
exports. There is an unique opportunity of 
gaining fresh markets for these, owing to the 
fact that Germany is largely cut off from her 
former trading grounds. 

THE PROBLEM OF RISING PRICES 

The second point to which I wish to refer 
concerns the problem of rising prices. 

It is natural enough for men to wish to 
claim sufficient to buy their necessities and 
little comforts—and indeed for those whose 
incomes are near the border line of actual 


necessity some allowance must be made. 
But has anyone a right to say that he ought 
to be as well off in war as he is in peace-time ? 
NECESSITY FOR SACRIFICE 

The problem is really a very simple one, 
though the solution is more complicated. 
If commodities for general consumption are 
short, and if, on the other hand, there is 
growing competition in bidding for them, 
prices are bound to rise, while if the means 
with which to buy them are then increased 
prices will inevitably rise higher still and 
the increased wages will prove to be of no 
avail. The suggested remedies to counteract 
this dangerous tendency, and to control 
prices are fourfold; a high level of taxation 
all round which would curtail the possibility 
of excessive purchases; rationing, which 
would have the same effect; the payment 
of wages partly in cash and partly in a form 
of deferred loan certificates; or the voluntary 
abstention from buying those things which are 
scarce or which have to be bought from abroad 
and therefore put a strain on our exchange 
position. The last remedy is the only one 
in which the private individual can take the 
initiative, and he is definitely asked to do so 
in the interests of the country and to lend 
what he saves by so doing to the Government. 

This is a problem which has not only a 
general but a particular application, and is of 
interest to us with our large staff of over 
13,000 for whom we have such deep feelings 
of responsibility. Rising costs of living affect 
them all, and if there was nothing else to think 
of we would gladly, if we could, make that up 
to them. I believe, however, they realize 
the economic implications of attempting to 
link up salaries and cost of living, and know 
that what I have ventured to say is incon- 
testable. 


THE FINANCIAL AGREEMENT WITH 
FRANCE 

I should like to close my remarks with a 
brief reference to the recent comprehensive 
agreement between this country and France, 
announced by the Chancellor of the Ex- 
chequer in the House of Commons towards 
the end of last year. This amounts to a wide- 
spread cooperation in the field of finance as 
close as that which exists in military and 
political spheres. Is it fanciful to hope, as a 
writer in the Press has expressed it, that ‘‘ the 
seeds of a possible economic commonwealth 
of Europe thus sown in the winter of war will 
burst forth into strong growth when the 
springtime of peace arrives ’’? 

I now beg to move: ‘ That the report 
just taken as read be received and adopted, 
and that in accordance with the recommend- 
ation of the directors therein, final dividends 
be declared for the year ended the 31st 
December last on the paid-up capital of the 
company of 6 per cent actual on the ‘A’ 
shares, and of 2} per cent. actual on the 
‘B’ shares, payable less income-tax, on and 
after the 3rd February, 1940.”" (Applause.) 

The report was adopted, other ordinary 
business was transacted, and the proceedings 
ended with votes of thanks to the chairman 
and directors and to the staff. 
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WESTMINSTER BANK 
LIMITED 


DIVIDENDS MAINTAINED 


INCREASED LIQUIDITY 


ADVANTAGES OF OUR BANKING 
SYSTEM 


OPPORTUNITIES FOR INCREASED 
EXPORT TRADE 


THE HON. RUPERT E. BECKETT'S 
ADDRESS 


HE annual general meeting of the 

Westminster Bank Limited was held 

on Wednesday, January 31, at the 

Head Officeof the Bank, 41, Lothbury, 
London, E.C. 

The Hon. Rupert E. Beckett (the chair- 
man) presided. 


The Chairman,—My lords, ladies and 
gentlemen,—lIt is not my intention to-day to 
take up your time in reviewing the state of 
trade and industry during the past year. 
Much of the necessary statistical data is not, 
under war conditions, made available, and in 
any case such a review would be undesirable 
at this time. It is therefore to our domestic 
history during the past year that I shall 
chiefly confine my remarks. 

I regret to have to report that since we 
last met we have lost by death two of our 
directors, Lord Inchcape and Mr. Arthur 
Asquith. Lord Runciman has rejoined our 
board, and we one and all welcome his 
return. 

AVERAGE FIGURE OF DEPOSITS 

Turning now to our balance-sheet, I 

would call your attention to the fact that the 
total of our current and deposit accounts 
shows an increase on 1938 of some £20,000,000. 
But it was not until war expenditure began 
to make itself felt in the last few months 
that our figures disclosed a material increase, 
and the monthly average of these accounts 
during 1939 was actually some /£7,000,000 
less than that of the previous year. The late 
increase in deposits was carried in the items 
‘money at call and short notice,’’ “ bills 
discounted,” and ‘‘ advances to customers,” 
which together rose by nearly £25,000,000, 
while our investments were lower by nearly 
£9,000,000. 

It will thus be seen that the changes have 
made for increased liquidity in our assets. 


Liquidity makes for strength, and the 
strong position disclosed in our balance-sheet 


to-day, in common with that of the other 
great banks, testifies to the adaptability and 
flexibility of the British banking system 
even in times of major world upheaval. To this 
factor is due in large measure the ability of 
the banks to adjust themselves from peace- 
time to war-time conditions with a minimum 
of disturbance to the banking public. It is 
worthy of note that on the outbreak of the 
present war there was no necessity to intro- 
duce a moratorium, with its attendant 
difficulties. 


MERITS OF OUR BANKING 
SYSTEM 


I think it appropriate here to say a word 
on other merits of the banking system of this 
country, especially when so much is said and 
written to its detriment. It is frequently 
implied, for instance, that the banks have an 
unlimited power to extend credit, but 
actually their lending power is limited by their 
accustomed ratio of advances to deposits, 
and the volume of deposits is itself governed 
by the Bank of England, acting on behalf of 
the State. Apart from this fundamental 
control the banks have considerable freedom, 
which clearly they have not abused, or the 
British banking system would not stand so 
high in world-wide repute as it does to-day. 
This freedom gives considerable national 
advantages which a purely State-run institu- 
tion would not confer. 


The soundness and intrinsic merits of any 
transaction are the overriding considerations, 
and discrimination to further the ends of any 
political party is in British banking quite 
unknown. Again, banking risks which have 
been turned “‘ sour ’’ by the onset of war or 
by other major disturbance are borne by the 
banks alone, and do not become a charge on 
the public purse. But perhaps the crowning 
argument of all is that the deposits of the 
banks’ customers remain their property, 
not liable to be swept into the State purse by 
the fiat of a dictator. 


FACTORS AFFECTING EARNING 
POWER 

Apart from the slight reduction in the 
average volume of our deposits last year there 
were other factors which influenced the 
earning power of our assets, usually to our 
disadvantage. Bank rate, which had re- 
mained unchanged at 2 per cent. since June, 
1932, was last year raised to 4 per cent. on 
August 24, lowered to 3 per cent. on Sep- 
tember 28, and brought back again to 2 per 
cent. on October 26, so that for about two 
months it ruled higher than in previous years. 
Increased rates for deposits at once came into 
force; but on the other hand it was in only a 
few cases that banks were able to raise in 
due proportion their charges for advances. 
Moreover, the higher rates did not persist 
long enough for much benefit to accrue from 
our bill holdings. 
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PROFIT AND ALLOCATIONS 


The profit figure of £1,475,744 for 1939 
was arrived at after providing for rebate and 
taxation and after appropriations to con- 
tingency accounts, out of which full provision 
for bad and doubtful debts had been 
made. Exceptional expenditure on war-time 
measures both of a capital and of a revenue 
nature has had to be met. 


Some of the A.R.P. capital expenditure 
has been charged to premises account, 
which, after being credited with an appro- 
priation of £100,000 from the profit and loss 
account, and charged with the cost of the 
normal additions to our branch premises 
undertaken during the year, stands at a 
conservative figure of £5,345,988. We have 
allocated to officers’ pension fund the sum of 
£300,000, and after payment of the usual 
dividends the carry forward is increased by 
some £7,000. 


It is no less gratifying to the directors 
than to the shareholders that, out of earnings 
during such a difficult year as last, we have 
been able to maintain our dividends at the 
rates which have prevailed during the past 
few years. 

OVERSEAS TRADE OPPORTUNITIES 

Greater opportunities for the employment 
of funds appear to be in prospect, not only 
as the result of the speeding-up of the war- 
time machinery, but also as the outcome of 
increased overseas trade. 

From a great part of the Western world, 
Germany has been virtually ruled out as a 
trader, through the vigilance of our Navy. 
This means the removal of a formidable 
competitor, especially as the exports of our- 
selves and Germany, both highly industrial- 
ized countries, are similar in character. But 
this is not all. Other European countries 
also find their exports jeopardized by Ger- 
many’s methods on the high seas, and some 
curtailment has naturally followed. 


ADVANTAGE OF STERLING 
TRANSACTIONS 


Countries contiguous to Germany, and 
large customers of hers mainly for that reason, 
find German pressure to trade with her often 
against their own national interests and 
political inclinations, and trade conducted 
in sterling has obvious advantages over 
barter transactions. Many South American 
countries, too, formerly large customers of 
Germany, now find that market for both 
imports and exports closed to them. All 
these factors, then, combine to open up 
favourable avenues for our trade. 


But important neutral countries which are 
not preoccupied as we are with provision for 
actual warfare, are also well aware of these 


opportunities, and have more time and 
attention to give to their exploitation, so that 
although we have lost one formidable com- 
petitor, others will not be slow to enter the 
field. We shall need all our foresight, 


energy, and resourcefulness to win further 
trade through these outlets, but I have high 
hopes that we shall succeed. 


FINANCING OF EXPORTS 


It is common knowledge that among our 
exporters there have been complaints with 
regard to the incidence of the many controls 
with which they have to contend in their 
efforts to extend overseas trade. One can 
anticipate that this situation will be adjusted 
by degrees, and that familiarity with the 
working of the necessary war-time disposi- 
tions will result in the improved running of 
our export machinery. I look forward then, 
in spite of our main concentration on arma- 
ments, to a healthy increase of our export 
trade, which will not only be welcome, but 
is indeed essential when we are bound to 
import on an abnormal scale. Relating this 
development to the banking sphere, it should 
mean a greater employment of our funds in 
advances to finance these operations. 


INCREASED DEPOSITS IN 
PROSPECT 


It would appear that increased deposits 
are in prospect, and that avenues for their 
employment will not be lacking. On the 
other hand, provision against the ordinary 
risks of war, and, it may be, against risks 
which at present can only be vaguely 
visualized, will have to be made, so that the 
strength of our bank shall remain unimpaired, 
so far as it is humanly possible, to ensure this. 
[ do not therefore look for any appreciable 
rise in our profits in the immediate future. 


In the wider and even more important 
sphere of our national finances, provided 
our resources are preserved from waste 
and the maximum savings of the community 
are made available for the national effort, we 
can hold complete confidence. Whatever the 
cost, we shall see this thing through. Braced 
with the knowledge of ever-growing strength 
on land, at sea, and in the air, we are certain 
that finance—the sinews of war—will fully 
perform its appointed tasks. We are fortified, 
too, by the knowledge that standing with us 
is our French ally, a nation reborn in the 
face of danger and equally determined to 
attain our common objective. 


It is no small help to us to enjoy, as we 
do, the sympathies and confidence in our 
cause of all unbiased neutral opinion. Above 
all, we have never entered into any conflict 
with a more altruistic aim, and its rightness 
is unquestionable, despite the bitter dis- 
paragement and contempt with which our 
enemies try to besmirch it. Let us, then, go 
forward, stoically but cheerfully, prepared 
to meet any eventuality that may befall, 
in the sure and certain hope that our aims 
will be achieved. 


The Chairman then moved the adoption 
of the report and accounts, and Lord Alden- 
ham (deputy chairman) seconded the resolu- 
tion, which was carried unanimously. 
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NATIONAL PROVINCIAL BANK LIMITED 


URGENCY OF 


MR 


National Provincial Bank, Limited, was 
held on 30th January at the Head 
Office, 15, Bishopsgate, London, E.C. 

Mr. Colin F. Campbell the chairman, 
said: The statement of accounts which I 
am able to submit to you to-day is a great 
deal better than might have been anticipated 
so soon after the outbreak of a great war. 

Our chief liability, current, deposit, and 
other accounts at £336,000,000 is {26,000,000 
in excess of the balance-sheet figure of a year 
ago and is in fact a record in the history of 
the Bank. 

There has been a proportionate rise in our 
main cash item which at £36,600,000 shows 
an increase of rather over {2,000,000 com- 
pared with last year. The advances are 
practically unaltered at the figure of 
£139,000,000. 


Tx: 107th annual general meeting of the 


ASSISTANCE FOR INDUSTRY 

For obvious reasons no one will doubt 
the wisdom of the authorities in instituting 
a strict and detailed control over the issue of 
capital in war conditions. Yet with the 
gradual gearing up of our industrial machine 
to maximum output, the need for additional 
capital of all kinds is insistent. In many 
directions the State has assumed responsi- 
bility for large expenditure on fixed capital 
in connection with war industries. There is, 
however, a vast field where the services of 
bankers in providing working capital may be 
more fully utilized. I have in mind the 
provision “of temporary finance to enable 
producers of food, clothing, and munitions 
to bridge over the period between production 
and the receipt of proceeds from the various 
purchasing authorities, and the banks are 
ready to assist to the utmost for this purpose. 
The needs of agriculture have been brought 
prominently to our notice. 

Che recently announced replacement of 
the 4} per cent. Conversion Loan by an issue 
at 2 per cent., maturing in three to five years, 
is the first indication of official views on the 
matter of money rates. 

The attractive issues of National Defence 
Bonds and National Savings Certificates 
which were created in November should 
prove especially attractive to those with 
small sums of money to invest. The response 
has already been considerable and I have no 
doubt that as the year progresses and the 
financial needs of the country are more fully 
appreciated, so the applications to these two 
issues will increase in volume. 


EXPANSION OF EXPORT TRADE 


COLIN F. CAMPBELL’S SPEECH 


THE NET PROFIT 

The profit and loss statement shows a 
net profit of £1,718,983—a reduction of some 
£50,000 on 1938. Having regard to the 
exceptional conditions of the past twelve 
months, which have included heavy expen- 
diture on A.R.P., duplication of certain 
records, decentralization, and _ provisions 
we deemed it desirable to make in view of the 
uncertainties of the future, I am sure you will 
all agree that the result is most satisfactory, 
The dividend is continued at 15 per cent., 
being the same rate as in recent years. 
IMPORTANCE OF THE EXPORT TRADE 

In ordinary times a survey of a year’s 
history is often of value in enabling one to 
visualize general trends in the near future, 
but in present circumstances such a survey 
would clearly serve no useful purpose. 

Similarly, as we are the greatest inter- 
national trading nation, it has seemed to me 
appropriate in past years to remark on the 
condition of those overseas countries with 
whom we are most nearly concerned. Here 
again the present unstable situation would 
deprive such a survey of all significance. We 
can say, however, that both the urgency of 
an expansion of our export trade and the 
general benefits to be reaped from it have 
seldom or never been paralleled in the history 
of this country. And, it may be added, the 
spirit of co-operation between the Empire 
countries, France and ourselves, coupled 
with a world sentiment unmistakably hostile 
to the enemy, render our trading prospects 
immeasurably more favourable than they 
were, for example, during the war of 1914- 
1918. It cannot, however, be repeated too 
often that the price factor is frequently the 
determining one when dealing with foreign 
trade. It is therefore all important that the 
efforts now being made by the Government 
to prevent a continuing rise in manufacturing 
costs and prices should meet with the utmost 
degree of success. Many factors militate 
against early spectacular progress in increas- 
ing our export trade, notably the war at sea 
together with the system of controls of both 
inward and outward cargoes. But we may 
be absolutely confident that the magnificent 
work of the Allied Navies and Air Forces will, 
at no very distant date, achieve such a 
measure of success as to remove most of the 
physical risks at present associated with 
toreign commerce. 

The report and accounts were adopted. 








